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Whats Ahead Jor 


AUTO PARTS 
STOCKS? 


Tr is now estimated that the Automo- 
if bile Industry will be producing at the 
rate of six million cars a year by next 
June. This speedy reconversion should 
mean large profits to many auto parts 
makers. An appraisal of the profit pos- 
sibilities of this industry, together with 
chart studies and analyses of many of 
the leading stocks in this group, appears 
in the Current UNITED Report. Issues 
covered include: 

Briggs Mfg. Timken Dt. Axle 
Borg Warner Timken Roll. Bg. 
Budd Wheel Mid!tand St’l Pr. 
Budd Mfg. Eaton Mfg. 
Elec. Autolite A. O. Smith 
Houdaille H. B. Libby Owens 
Bohn Aluminum Reynolds Spring 


We will gladly send a copy of this 
important Report to new readers 
without obligation. 

Send for Bulletin MW-88 FREE! 
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keep. 

COMPLETE—One payment to make. No 
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The (CHALLENGE 
of Metal Powders 


One of the first known applications of metal powders was 
the six-ton iron pillar of ancient Delphi in the year 1052. 


But since Pearl Harbor, the remarkable war achievements 
of powder metallurgy promise great benefits to postwar 
production in terms of higher speeds and lower costs. 





The Glidden Company, originally a paint manufacturer, 
entered the metal refining field in 1929 as another step 
in its policy of controlling raw materials to assure uni- 
form product quality. Starting with metallic pigments, 
Glidden today makes iron, lead, copper and tin powders 
for leading fabricators. 


This policy of functional diversification, together with 
constant research, has made Glidden a leader in many 





































lines of industrial development. Besides paint and metal ON 
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powders, these lines include vegetable oils, foods, soy- REPRESENTATIVE PRODUCTS Vin: 
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ON TAX REDUCTION ... Secretary of the Treasury 
'Vinson’s tax program —on which we shall have 
more to say in our next issue—follows a pattern 
that without question is weighted heavily in favor 
of business. It proposes total cuts of $5 billion, the 
main reductions being repeal of the excess profits 
tax, of the 3% normal tax, and repeal of some ex- 
cise taxes. In the light of probable postwar expen- 
ditures, the Secretary thought that Congress ought 
not to go beyond that. Mr. Vinson also advocated 
that the carryback provision of the tax law be ex- 
tended for another year. 

The apparent goal of the Administration’s tax 
policy is a revenue structure designed to encourage 
business expansion, risk taking and the creation 
of jobs. The incentive is to be provided first by re- 
ducing the “tax take” out of the profits dollar of 
corporations and second by cutting those taxes— 
income and excises—which depress consumption 
and thereby hold down production. The implication 
of this policy, as far as individual tax payers are 
concerned, is clear. They will enjoy some relief from 
their wartime tax burdens but their incomes are 
earmarked to supply the great bulk of future 
revenues. 

Mr. Vinson’s plans for the individual tax payer 
is likely to run into trouble; the modest cuts sug- 
gested have already been challenged on the grounds 
that “they don’t go far enough.” House Republicans 
are sticking to their proposal to slash individual 
taxes by 20% “across the board.” It is a demand 
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The Trend of Events 


that almost certainly echoes the popular reaction, 
for an overall cut of $5 billion—in the face of far 
sharper curtailment of Federal expenditures follow- 
ing the war’s end—does not appear particularly 
generous. 

It must be borne in mind, however, that war ex- 
penditures cannot be scaled down to a peace-time 
basis overnight; for a time, outlays—while lower— 
will continue heavy. Moreover, the tax bill now im- 
pending is merely a stop-gap measure. The general 
revision of the revenue law next year will contain 
a more comprehensive and longer range tax pro- 
gram, taking into consideration revenue needs as 
they shape up at that time. It is obvious of course 
that real tax reduction can only be had as the re- 
sult of the reduction of expenditures. No other 
course would be prudent, nor financially safe. The 
way it looks now, the individual taxpayer’s hope of 
a lighter tax burden must necessarily depend largely 
on the future trend of Government outlays. Ex- 
penditures are the key to tax reduction. 


THE INTERNATIONAL OIL AGREEMENT...A re- 
vised international oil agreement, setting up in 
broad, elastic terms a basic policy for equitable de- 
velopment of the world’s oil resources, was signed 
in London recently by representatives of the Brit- 
ish and American Governments. Though differing 
in many key features from the original pact nego- 
tiated bv the two Governments in Washington last 
year, but never ratified, the new agreement is pat- 
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terned almost identically after the substitute pro- 
posals subsequently put forth by the American oil 
industry. It is meant to be replaced later by a multi- 
lateral pact following an international petroleum 
conference. 

The new agreement can be interpreted as a vic- 
tory for American petroleum industry efforts to 
maintain free, unrestricted enterprise and yet to 
promote some sort of international cooperation to 
avert injurious “‘world oil wars.” It contains no pro- 
vision that could be held to authorize direct inter- 
ference with the production and marketing of 
petroleum in domestic or foreign trade. The new 
international oil council to be set up is essentially 
advisory, not regulatory. On basis of statistical in- 
formation it will gather, the council will issue rec- 
ommendations on the production and marketing of 
petroleum products, designed to avoid overproduc- 
tion and wasteful marketing practices, and will sug- 
gest means of bringing world demand and supply 
into reasonable balance. It specifically disavows, 
however, any idea of compulsion, whether upon 
either Government or the nationals of either, re- 
gardless of whether council recommendations are 
approved or not. It thus seems to shut out any 
nossibility of government management of the oil 
industry, once held a latent threat in the earlier 
treaty now superseded. 

Successful conclusion of the Anglo-American oil 
negotiations cannot however be taken as a sign 
that all intra-industry conflicts have been ironed 
out. U. S. oil interests have won an improved work- 
ing arrangement in the rivalry-ridden Middle East 
zone. but the real test will come when competition 
for jointlv held markets resumes and when Russia 
must be dealt into the international pool. 


EUROPEAN TRADE PACTS... Britain has now con- 
cluded monetary and trade agreements with every 
Western European country except Norway, Portu- 
gal and Spain, and agreements with the two for- 
mer may materialize in the near future, clearing 
the way for revival of trade between Britain and 
Western Europe despite the many existing uncer- 
tainties. The importance of these pacts transcends 
their apvarent character of make-shift arrange- 
ments. since they link together commercially and 
financially not only the principal contracting part- 
ners but the entire sterling area on the one hand 
and colonial possessions of European countries on 
the other. 

The latest agreement with the Netherlands, dis- 
cussed elsewhere in this issue, is typical of the way 
in which the British are resuming foreign trade. 
The rate of exchange fixed for the Dutch currency 
is devalued about 40%, exactly the same amount of 
depreciation as provided for the Belgian franc in 
the agreement with that countrv. Thus unmistaka- 
bly, exchange rates between sterling and the West- 
ern European currencies are being established well 
in advance of the implementation of the Bretton 
Woods agreements. In concluding their trade pacts, 
the British have been making clear that thev pro- 
vide for revision and restoration of multilateral 
convertibility of the currencies involved whenever 


the Bretton Woods plan goes into effect. But it is 
obvious that the agreements now existing with 
European trade partners could readily be converted 
into a permanent expansion of the sterling area 
should pending negotiations with the U.S.A. for fi- 
nancial aid fail or Bretton Woods be allowed to lapse. 
In short, the close financial and commercial link-} 
ing of Western European countries with Britain is} 
the outstanding significance of these trade agree- 
ments, apart from the desire for immediate re- 
sumption of trade on a stable exchange basis. 


WAR IN PEACE...The war is over and yet it is} 
not—at least not officially—nor will the historical} 
date become known until after thorough study off 
all the pros and cons, for concurrently with the 
date finally established there will be legal termina-| 
tion of a long list of wartime controls. President}, 
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Truman has made it clear that for some time yethgo we 


he will refrain from issuing any official proclama-), 


ain— 


tion which would clarify the situation, and whilelare g, 


Congress by a concurrent resolution could settle the 
matter without risk of a presidential veto, no such 
immediate steps are in prospect. In the meantime,| 
pressure groups desiring to end all Government! 


controls are busy in an attempt to negate the ad- 


ministrative policies. 
So numerous and complicated are the wartime 
measures the effectiveness of which hinges upon} 





ject. Should 2s hai decide to establish a definite} 
date, immediately thereafter the draft would end,},, 
unless further legislation gave it a new lease of life,} 


and all Federal powers to renegotiate war contracts}, 


would cease. Income tax exemptions avplicable to 
the armed forces would cease to be effective, and} 
six months after the termination day set, high rank-} 
ing officers would drop back to their peacetime rat-} 


ings. Above all, Government controls over wages, 
prices. rationing and scarce materials would he}; 
broadly affected. Determination of the date could} 
make a difference of a full year in the prolonea-} 
tion of Government support of farm prices. as its} 


automatic extension for two years after the war} 


is to be dated from the January following the}; 


official termination of hostilities. 


Chances are that from a nractical standpoint, re- 
lease of wartime controls will be made progressive!™. fiy 


with several war termination dates tailored to fit 


each or several cases in turn. This potential is illus- yj 


trated by recent congressional resolutions setting 


September 29. 1945 as the war termination date § 
solely for establishing procedure for amortization } 


of warplant facilities. 

Authority to terminate the amortization 
neriod and permission to recompute taxes on the 
basis of a shorter amortization period than 60 


months will incidentally permit very sizable tax re- fy 


funds in some instances. Steel companies and rail- 
roads varticularly will benefit. Some estimate that 


Bethlehem Steel may get a refund of a much as $50 fk 
million. Atchison may get near $45 million, Southern 
Pacific perhaps $30 million. As can be seen. the exact | 


date of the war’s end can be an important thing. 
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BY CHARLES BENEDICT 
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- THE WORLD CANNOT AFFORD ANOTHER MUNICH 

it is} 

orical 

dy off 

1 thelh>rHE causes for the failure of the Council of For- I wonder whether Russia will ever realize that 
mina-} eign Ministers in London are so fundamental in our predominant position is not due to fear occa- 
sident\-haracter that they admit of no compromise. To do sioned by our possession of the atomic bomb — the 
yetiso would mean that the war has been fought in most destructive weapon in the world — but rather 
ama- 










vain—that while we are destroying Hitlerism, we 


whilelare setting up Russian Imperialism under a mili- 
le ™~ ary dictatorship which now seems the trend in that 
such 


ountry. 
time.) The new leaders in Russia are not content to 
ment play an important part in the world in the making 
e ad-||_ they want to play the leading role—to make 
vassals and dependencies of all weak nations and 
o challenge the supremacy of the powerful ones. 
nd Russia is prepared to bore from within when 
he finds the use of 
orce inexpedient as in 


rtime 

upon 
orney 
> sub- 


to the fact that we are going to proceed with our 
constructive plans for world peace with the cer- 
tainty that no other nation in the world is in a 
position to challenge the U. S. by threat of arms. 

For a long time the Russians have overplayed 
their hand so that the world is fully aware of their 
aims. Since the fall of Germany, we have all, so to 
speak, been observing her activities behind the 
scenes and her methods of shifting props. We know 
that while mouthing about peace, the U.S.S.R. con- 
tinues to stir up strife 
—is grabbing territory 
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he British elections 
here her conniving 
brought about the fall 
of Churchill. Today she 
is venting displeasure 
n the United States by 
omenting strikes 
hrough Communist 
tooges. Russia always 


Nor does she mend 
‘ther ways when her ac- 
ivities boomerang. The 
oy over the British 
nt. 'e-Blections was short 
sivel. fived. The labor gov- 
to fithmment there is more 
illus: fritical and Jess willing 
) compromise on Rus- 
jia’s unreasonable de- 
hands than the Church- 
1 government ever 
jas. And the France 
at Stalin thought was 

his pocket, has 

















left and right on hypo- 
critical claims of neces- 
sity—shutting out her 
allies while at the same 
time demanding privi- 
leges in territory occu- 
pied by them. 

Nor does anyone take 
Russia’s claims to de- 
mocracy too. seriously 
today, even though they 
are reiterated again 
and again. As the world 
is now well aware, the 
U.S.S.R. is an auto- 
cratic totalitarian state 
—and a foot in the door 
of any country will be 
used for the purpose 
of applying her mech- 
anism of destruction 
and disruption at the 
expense of that coun- 
try’s government. 

The recent vigorous 
opposition by the Arab 
League to Russian trus- 
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‘own so fearful of 
ussian intentions that 
eis ready to cast her lot with the Western powers. 
t, Russia continues to pursue the same tactics to 
r own detriment. 

Soviet prestige has been declining sharply for 
-fme time as the policy of the government is no 
ger realistic. Greed and lust for power rather 
an common sense are the directing forces. And 








1945 | bw, her responsibility for the failure of the Peace 
nference of Foreign Ministers in London is bound 
‘ cause Russian prestige to sink even lower. 
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teeship over African 

territory is an expres- 
sion of the fear in which Russia is held everywhere. 
This is true as well all over Europe and despite 
Russia’s claim to the contrary, all the eastern Euro- 
pean states have never wanted communism. They 
knew too much about it, living so close to the Rus- 
sian border. I say this from first-hand knowledge 
of the situation. But today the people of these lands 
are so weakened by the most. destructive war in 
history that unless we free them, they are in no 
position to help themselves (Please turn to page 54) 
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Soundest Market Policy Now 


The technical indications and the economic-financial fundamentals appear bullish, yet 

the increasing sluggishness of quite a few leading stocks will bear watching as a 

possible advance danger signal. Meanwhile, the averages probably point higher. 
We would hold some reserve cash and emphasize careful selectivity. 


i ay 


“} balance the market has again moved higher 
over the past fortnight, though it now seems 
to need more frequent minor pauses for technical 
consolidation. That is natural, both because of the 
advanced price level and the country’s continuing 
preoccupation with the most serious and general 
labor troubles in many years. 

Certainly the irregular upward pattern of the 
past three weeks or so is calculated to maintain 
internal health better than could a continuation of 
so spectacular a rise as that from mid-August to 
mid-September. Even so, the market acts as if it 
could spurt sharply again, given a rift in the strike 
clouds, for there is much evidence to suggest that 
the far from young bull movement has reached, or 
is near, the explosive phase. Such a phase can pro- 
duce exciting profits— but is necessarily accom- 
panied by increased risk and considerable selectivity. 

So far the recessions are of small proportions— 
much smaller than would-be buyers had hoped for 
—and the volume of transactions shrinks on sell- 
offs, expands quickly as strength is renewed. These 
technical earmarks imply that the line of least re- 
sistance is still upward, though, like the daily 
weather readings, they can be subject to change 
at any time. For those trying to look ahead a few 
weeks or a few months, the “technical evidence” 
can never be a very strong reed to lean on. 

Therefore, in trying to get a sensible persnective 
on the market from an intermediate-term or longer- 
term viewpoint, one must more or less continuously 
reappraise the economic-financial fundamentals and 
ask whether the market averages—and, even more 
particularly, individual stocks—are high enough in 
relation to them. There you run into plenty of room 
for differences of opinion, and also into an impon- 
derable which sometimes defies rational analysis. 
We mean “sentiment.” The latter has more to do 
with the extreme swings of the pendulum, both 
ways, than do measurable factors. 

Reducing it to the simplest equation. perhaps the 
most essential considerations are (1) the supplv of 
funds available for investment and (2) the willing- 
ness of people to employ money in common stocks at 
prevailing prices. There is no doubt about No. 1. 
The rate of increase in over-all monev supplv has. 
of course, slackened but the total is unprecedented 
and the trend is still inflationary. It can’t be other- 
wise as long as there is a large Government deficit 
financed by the commercial banks in important 
measure. Regrettable as it may be, inflationary 
bank-financing of the Federal debt must increase, 
relatively, for the flow of individual and corporate 
savings into Government bonds will not only be re- 
duced but a considerable proportion of existing hold- 
ings will be shifted to the banks through open 
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market sales or, indirectly, through redemptions, 
Recently, redemptions of the discount savings bond; 
have exceeded purchases. 

Every broker and every investment counsel is un 
der seemingly endless pressure of clients to suggest 
attractive, or even acceptable, investment media fo 
surplus funds. Underwriters and distributors of new 
or special offerings continue to find their sales ef. 
forts meeting with amazingly ready response. Aver: 
age stock yields still very considerably exceed yield 
of good-grade bonds. New-capital security financin 
is of very small proportions, compared to refund: 
ings. On balance, more and more stock—especially 
as regards well-known industrials and utilities, and 
the handful of strong-credit rails—has been taken 
out of the market, into investment hands: not to be 










disturbed by reactions of mere normal proportions, = 
Obviously, there is continuous profit-taking, fo 
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there has to be a seller for every buyer; but so far negotiation wide open for settlement in the final 

. it’s the buyers who have to make the concessions by show-down, whether by private action or Federal 
raising bids. Many holders refuse to take profits moves. Yet the market shows considerable evidence 
on the reasoning that unless they can rebuy more of being prepared for whatever labor troubles de- 
than 25% lower they have nothing to gain after velop. And there is more room for surprise should 

4 allowing for the 25% long-term capital gains tax. the situation develop less badly than expected. 
People in low enough brackets to figure gains in We have emphasized the pressure of surplus 
their regular income tax are disinclined to sell be- funds and the evidence that, in the aggregate, in- 
cause they are sure of at least moderate tax relief vestors and speculators continue thus far to prefer 

4 ‘after January 1. stocks to idle cash. This suggests that the market 

The consensus on business activity, prices and probably will work higher before this phase cul- 
profits is generally bullish—whether or not it rests minates; but it remains a fact, as we pointed out 
fon “confidence” or “inflation-sentiment” or a com- two weeks ago, that the percentage potential in the 

2 bination of both. There is a vast deferred demand average stocks has been greatly curtailed, even if 
for civilian goods to be served, and it is believed, one assumes that 1929 highs will be matched. Mean- 
or hoped, that it will be served profitably in one while, the Dow industrial average almost certainly 
way or another. The market apparently takes it for will encounter formidable resistance around the 

7 granted that prospective general wage increases 1937 high, which is to say within approximately 
will be followed in due time by price increases ade- the next 10-point zone. Meanwhile, also, considera- 
quate to maintain satisfactory profit margins under ble numbers of good stocks, including the leading 
high production rates. This may be open to some automotive issues, have slowed to a walk. 

e question during the remaining life of OPA; but The latter could prove just a resting spell, after 
OPA is increasingly on the defensive, both with large prior advances; but this changing pattern will 
Congress and some Administration circles. The bear watching, for top-side resistance in key spots 
minimum expectation is a grudging retreat on price has preceded every important market high. It sug- 

a control, the maximum is the substantial disintegra- gests that in the case of some fairly important 
ition of OPA even before its statutory life expires stocks, including General Motors—which has been 
next June 30. vrobably the best single speculative-investment 

The strike news, from all the evidence, will get barometer—investors may be beginning to get less 

: | worse before it gets better, for the method followed willing to pay higher and higher prices. If that sort 


I by the Government in proposed arbitration of the 
| wage issue involved in the oil strike will make em- 
} Ployers much less willing to offer any initial con- 
icessions and determined to leave the whole range of 
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of attitude spreads to enough stocks in coming 

weeks, it could not then be assumed that normal 

technical reactions are all that one need expect. 
— Monday, October 8. 
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WHAT DYNAMIC NEW INDUSTRIES 






—To Spur Peacetime Expansions? 


BY WARD GATES 


FTER the first World War, factors that sparked 

our economic expansion were primarily the rapid 
development and growth of the automobile industry 
and of electric power application, both quickly shoot- 
ing up to early maturity. We developed chain mer- 
chandising and large-scale use of consumer credit, 
strengthening and broadening our distribution sys- 
tem. There were a number of new technologies and 
our chemical industry, in particular, began its march 
to fame. We had a fair-sized building boom, ending 
prematurely under the impact of high costs, and a 
foreign trade boom, largely financed with dollar 
loans and credits, that collapsed with dire conse- 
quences as soon as world conditions forced stoppage 
of our lending activities. 

These, in the main, where the principal props on 
which the prosperity structure of the Twenties was 
built. Outstanding especially was the role of the 
automobile industry which was unusually successful 
in attracting the consumer dollar. It opened up a 
new era in American history and has since come to 
support a large part of our business and investment 
structure. While it has destroyed a large amount of 
investment value, it has created far more than it 
destroyed. On balance it has been a real force toward 
economic expansion without which our progress 
would have been far less rapid, far less pronounced. 

What is the outlook for the era following the end 
of World War II? Are there inherent in our economy 
factors and new industries that promise similar ex- 
pansion of our economic base? During the boom of 
the Twenties, national income rose from some $64 





billion in 1919 to the 1929 high of $87.2 billion. To- 
day it is estimated that for reasonably full employ- 
ment and prosperity, we need a postwar national 
income of about $120 billion, compared with the im- 
mediate prewar figure, for 1939, of $71 billion, or a 
boost of almost 70%. Without such a gain, we can 
have neither full employment, nor prosperity, nor 
can we hope to carry our immensely swollen debt 
without incurring either great inflationary or defla- 
tionary risks, depending on our approach to the debt 
problem. Thus the critical question is: Where must 
we look for the needed increment in our overall eco- 
nomic potential. Where is the economic expansion 
to come from that will enable us to achieve our post- 
war goals? 

As it is, we shall have to look in many directions, 
for we can hardly hope, realistically, for any single 
industry to spark postwar prosperity and permanent 
economic expansion in a manner comparable to the 
automotive industry’s role in the Twenties. Instead 
of relying on one single and outstanding growth in- 
dustry, we must rely for the desired progress on the 
cumulative potentials of numerous new economic 
forces and fledgling industries. We also must evolve 
economic policies that actively foster broadening of 
our economic base. 

In the more immediate future, the problem will 
not be too acute, for the potentials of the postwar 
“catching-up boom,” however temporary, are suffi- 
cient to support intensive economic activity. But for 
lasting economic growth, we need a more solid basis, 
primarily supported by broader distribution and 
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strengthening of purchasing power. It must be a 
foundation on which can rest not only future growth 
of new industries but expansion of established indus- 
tries through wider distribution of their products. 
The latter, it appears, in the more immediate future 
is far more important to final results than any dis- 
cernible potentials in so-called new industries, though 
in the aggregate, these will ultimately add up to 
respectable size. And eventually, as their develop- 
ment progresses, one or the other of the newcomers 
may well achieve the dynamism that can, alone, 
spark an entire cyclical phase. 













Industries of the Future 





We are already familiar enough with relatively 
new tools to foresee great developments in aviation, 
plastics, new and light metals and other new fields. 
We foresee the probability of flying non-stop around 
the world at the speed of sound. The postwar era will 
touch off great forces created by war, the applica- 
tion to peacetime uses of the many technologies de- 
veloped during the conflict. Future developments in 
power production will open opportunities as vast as 










Not even today can anyone grasp the full peace- 
time application of war-developed technologies, the 
extent to which the lessons of mechanized warfare 
will stimulate air and motor transportation, the use 
of air conditioning and radar, the possibilities of 
powder metallurgy, the new horizons opened up by 
progress in electronics as the greatest of all indus- 
trial tools. Jet propulsion has been widely hailed as 
a revolutionary form of motive power. Radically new 
metal alloys that withstand extreme heat are only 
one of the many new developments spurred by jet 
research, and ideas are coming along fast for its 
industrial use. 


Investment Caution Advocated 


Thus we find many novel fields promising eventual 
broadening of our economic base. Their true poten- 
tials are as yet difficult to assay, especially from the 
investors’ standpoint, but it is safe to assume that 
one of the most important factors in our postwar 
economy will be the development of these fields. A 
better grasp of the companies which will success- 
fully manufacture or use the new materials and 





















































































































































































those revealed by steam and electricity. Television is processes will probably be had several years hence 
still in its early stages of development but full reali- than at present. It stands to reason, therefore, that 
zation of its possibilities will bring possibly marked any investment benefits sought therefrom had better 
changes in home and business life. be obtained first via established companies not ex- 
Business foresees that the postwar automobile, clusively engaged in these new fields but embracing 
with light, tough bodies, powered by small engines such activities as supplementary lines by way of 
1S? using ultra high octane motor fuels, will continue diversification into new growth fields, unless one is 
° | the ceaseless progress of the automotive industry. prepared for real “venturing,” always risky but 
The “octane rervolution” is no idle phrase, and even often gratifyingly worthwhile. 
the layman is familiar with the parade of plastics, Each new industry may be said to traverse three 
with the potentialities of the “mighty electron,” the stages: (1) experimental, (2) development and 
=" diesel engine, the gas turbine and the host of syn- growth, and (3) matured production, earnings and 
aploy- thetics that dot the industrial landscape. All of these dividends. All three stages are found present when 
neal things have long emerged from the visionary stage examining the status of the new industries inviting 
mi | though vision is still required for their further per- postwar investor attention. But withal, the fact that 
gen fection and development. But they are things in an industry is relatively new, growing rapidly, is well 
a pian which research is so far along as to point the direc- advertised and glamorized, provides no guarantee of 
> nor tion in unmistakable terms. They are fields and in- profits for the individual company; as always, wise 
wer dustries out of which may and probably will arise selection depends on proper analysis. 
Autie. the dynamic growth industries of the future. Take for instance plastics, a field that has rapidly 
e debt 
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progressed from a “gadget” industry to a serious 
engineering products industry; today it is one of the 
most important segments of the great chemical pro- 
ducing field. Still it is a young industry with its 
potentials far from fully realized. It has shown unin- 
terrupted progress since its inception with spectacu- 
lar growth in the last fifteen years, intensified dur- 
ing the war. Production value rose from a mere $8 
million in 1909 (on a dubious experimental basis) to 
$78 million in 1939 and to $332 million in 1944. A 
further rise in output of 20% to 25% is predicted 
for the postwar. With the development of new and 
improved compounds and more efficient production 
methods, the number of plastics application has ex- 
panded rapidly. The varieties and applications of 
plastics are almost endless and nearly every manu- 
facturer is a prospective customer for the industry. 
Further growth prospects are undeniable; with their 
versatility, wide choice of raw materials and possi- 
bilities of reduced costs, plastics are bound to be- 
come one of our great industries. 


From an investor’s viewpoint, appraisal of future 
potentialities is somewhat more difficult. For one, 
competition will be keen, despite constantly widen- 
ing markets, and production is widely dispersed 
among a multitude of companies, only a few being 
exclusively engaged in plastics manufacture. Others, 
and by far accounting for the greater volume of out- 
put, derive only a portion of their total business 
from sale of plastics. This is perhaps a fortuitous 
circumstance for the investor desiring to take ad- 
vantage of potentials in the field without courting 
undue risks. The companies listed in the appended 
statistical table have an important stake in plastics, 


elsewhere to offset the speculative characteristics 
inherent in the plastic field proper. They have suc- 
cessful records of earnings and dividends and can be 
regarded as sound growth stocks in both plastics 
and their principal fields of endeavor. There are 
others, of course, besides those listed. 

The much glamorized electronics industry indubit- 
ably faces great peacetime opportunities but prac- 
tical utility, not glamor, will govern postwar devel- 
opments. Peaked up by one of the greatest of all 
war booms, electronics manufacturers harbor few 
illusions. They foresee a certain tapering off in imme- 
diate postwar volume but eventual further expan- 
sion, therefore view the postwar era with not too 
much concern about overexpanded capacity. New 
industrial uses to which electronic control equipment 
can be applied in almost limitless variation have 
kept pace with the growth of productive facilities. 
Today, the industry which some estimate to be as 
large as the prewar automobile industry, sees no 
ceiling on the ultimate postwar demand for its 
products. 

The industry’s 1944 output, largely for war pur- 
poses, reached some $4.6 billion. Early postwar pro- 
duction, strictly for peace purposes, is estimated to 
run around $1 billion but to climb quickly back to 
between $2 and $3 billion. Horizons for the ensuing 
years, in the opinion of industry enthusiasts, are 
said to be unlimited; certainly they are promising.) 


Electronics of course covers a wide field, including) 


radio, television, radar, X-ray and other applications 
of the vacuum tube. To the public at large, electronic} 
products will be most notable in three fields—enter- 
tainment, transportation and health. Industrial ap- 






































yet are sufficiently diversified and well-entrenched plications run into the (Please turn to page 38)| 
Selected Companies Prominent in New Fields and Industries 
——————— In Dollars Per Common Share Price 
Book Net Current Cash 1936-9 1944 1936-9 1944 Div. 1944-45 Recent Earnings 
Value  Assets* Items Avge.Net Net Avge. Div. Div. Yield Price Range Price Ratio 
Relatively Most Attractive for 
Diversification in New Industries: 
du Pont 52.09 5.28 13.12 6.54 6.60 5.65 5.25" 2.8% 187!/2-137 186 28 
General Electric ccc 14.75 7.19 12.50 1.53 1.76 1.55 1.40 2.9 495- 35 48 27 
Westinghouse (g) 23.78 14.57 12.73 1.36 1.94 2.19 1.00 yf 37%4- 31', 36 18 
Plastics: 
Union Carbide 35.59 15.20 17.77 3.89 S32 2.45 3.00 3.0 100!/44- 76 98 26 
Monsanto 37.08 5.62 9.79 3.69 3.30 2.75 2.25 ye 109 - 74% 106 32 
Celanese 17.87 Nil 25.95 2.06 2.87 1.06 50(i) 3.6 5534- 315% 55 19 
Drugs and Pharmaceuticals: 
Merck & Co... 1650 1.22 480 96(h) 1.75  1.16"h) 1.00 2.5 433%4- 30a 39s 
=— Home Products..................... 26.58 16.74 7.82 4.17 4.74 2.54 2.70 3.1 86 - 65 86 18 I} 
Alloys: 
Alleghany Ludlum 22. =. 24.94 11.05 3.74 .23(b) 2.71 50(a) 2.00 5.4 3738- 24\/, 37 a i 
Fansteel Metallurgical 16.73 8.95 7.34 48 22 Nil 25 4 64 - 14lA, 62 28 CO 
Rustless Iron & Steel... 10.44 3.68 3.29 .63/f) 1.88 06(e)  .75 3:2 24 - 145% 23 2 | 
Air Conditioning, Refrigeration: 
Carrier Corp. 15.75 4.60 2.73 def .22 2.83 Nil Nil ; 30!4- 125% 30 10 
Borg Warner 26.87 18.22 22.59 2.40 3.42 1.59 1.60 3:8 523,- 34! 51 14 
Electronics: | 
Philco 16.96 11.80 22.79 .38(f) 2.87 1.20 ash 40 - 24% 38 13 | 
Zenith Radio 20.47 14.62 17.64 2.24 S537 75 1.00 2.6 44\/,- 333, 38 i | 
Radio Corporation of America... 4.90 3.08 6.92 .32 5 15 .20 1.3 163%4- 83% 15 29°} 
Jet Propulsion: . 
Bell Aircraft 38.43 25.13 95.77 A 8.01 Nil 1.00 4.5 24!/- 105% 22 3 
Solar Aircraft 6.34 29.63 4.04 .16(f) 1.65 .07 50 29 22 - 2% 17 10 
Wright Aeronautical 0... 105.83 67.78 217.46 4.24 16.13 1.75 8.00 8.9 991/4- 69'/2 90 5 
*—After prior obligations. (a)—Initial payment on new stock in 1939. 
'b)—1938-9 Average. (c)—Since December 8, 1944. 
(e)—Also, 1/75 share 2nd Preferred dividend in 1937. (f)—1937-9 Average. | 
(g)—Adjusted to give effect to 4-for-I split in 1945. (h)—Adjusted for 3-for-1 stock split in 1941. (i)—Plus Stock. | 
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Economic Implications of 


Dangerous Price-Wage Spiral 
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i tor labor unrest sweeping the country, already 
finding expression in strikes that are slowing up 
the manufacture of automobiles and other recon- 
version goods, signifies the initial outward manifes- 
tation of labor’s fight to keep pay envelopes as well 
padded as during wartime. At the moment, it is the 


' big companies and the big labor unions that are 
| getting ready for a showdown but before the battle 


is over, virtually every business is liable to feel its 
effects. 

The showdown in the automobile industry is im- 
mediate. Heavy wage demands on the steel industry 
are impending. Requests for higher wages in nu- 
merous other industries will undoubtedly follow. 
Thus at a time when industry and labor alike should 
be bending every effort toward smooth and quick 
resumption of civilian production, industry is threat- 
ened with a severe paralysis which—barring speedy 
and effective mediation—may seriously impede in- 
dustrial reconversion. 

Perhaps more than anything else, the outlook for 
reconversion now depends on whether the current 
labor strife will become a real slugging match be- 
tween management and labor. Governmental powers 
of intervention are of dubious force since war 
powers no longer mean much; apparently the most 
that can be hoped for is a semblance of order 
through conciliation. The recent strengthening of 
the Labor Department augurs well in this respect. 

Still, underlying the present difficulties are two 
major factors that for a time may be difficult to 
reconcile. One, as previously stated, is labor’s de- 
termination to maintain a near-equivalent of war- 
time “take-home” pay; the other is management’s 
determination that so long as OPA price ceilings 
remain, no substantial wage increases should be 
granted without compensating price adjustments. 

To labor the war’s end means the wiping out of 
some five million jobs, the end of overtime and in- 
1945 
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centive pay which in lieu of wage increases have 
raised take-home pay to levels well above that what 
the mass of workers received in peacetime. Under- 
standably, labor wants to retain its wartime gains— 
or at least as much as can be salvaged. While wage 
demands vary in formula, the united goal is a shorter 
work week at overtime pay totals, and therein lies 
the core of the trouble presently besetting manage- 
ment-labor relations. 

But there is more to it. Labor unions, realizing 
that they are at the end of a period of easy organiz- 
ing, know that they are also at the beginning of a 
struggle for existence which will be particularly 
bitter in the heavy goods industries. With the war’s 
end, union membership has been falling off sharply 
as workers lost their jobs and unions experienced 
a severe loss of membership dues which they must 
strive to offset. In short, the current drive for 
higher wage rates is not waged for the workers 
alone; it is also waged for the unions to maintain 
their strength. As a consequence, industry will be 
under terrific pressure from workers and unions to 
maintain jobs, increase hourly wage rates as work 
hours decline and take-home pay is threatened. The 
Government finds itself in the middle. And labor 
demands are bold because the unions somehow feel 
that this may be their last big chance for a long 
time to come. 

Much is now being heard of proposals for a flat 
30% wage increase such as demanded by the United 
Automobile Workers (CIO). This figure is arrived 
at as the percentage necessary under a 40-hour 
work week to bring workers the same pay they re- 
ceived for 48 hours, inclusive eight hours of over- 
time. It is this attempt to compensate for the re- 
duction in hours that accounts for the many similar 
demands though the formula suggested is by no 
means uniform. 

Automobile workers want a 30% increase as do 











the oil industry workers. Workers in the men’s 
clothing industry seek an increase of $1 a day. 
Steel and electrical workers are out for a $2 a day 
boost; steel workers additionally are pressing for 
a guaranteed annual wage arrangement. Rubber 
workers seek 30c an hour more, with time and a 
half to start after 30 hours. All these demands run 
around 30% which just exactly makes up the over- 
time lost by cutting the work week from 48 to 40 
hours. Textile workers want an immediate mini- 
mum wage of 65c an hour and an additional in- 
crease of 1714c an hour as the work week drops 
back to 40 hours. The total would add up to 50% 
of the present 55c hourly base rate. These demands 
are typical of what’s being asked and many more 
will be made, in other industries. Curiously, AFL 
unions haven’t yet demanded that much. They have 
a more stable membership, resulting in less pres- 
sure to “win benefits or lose members” than in the 
case of the CIO organizations. But if CIO makes 
headway, AFL ultimately will have to come in line. 

Labor’s sudden emphasis on take-home pay, that 
is weekly earnings, constitutes a complete reversal 
of its wartime attitude. Then it insisted that its 
relative position was best measured by changes in 
basic straight time wage rates, and not by any 
other available yardstick of earnings. The reason 
for this is clear if one considers how labor’s earn- 
ings power rose during the war according to various 
available measures. 

Between January 1941 and May 1945, for exam- 
ple, weekly earnings increased 73%. Average hourly 
earnings rose 53%. Straight time average hourly 
earnings gained 37% and basic wage rates 20%. 
Wartime emphasis on the latter thus placed labor’s 
position in the poorest light and was widely used to 
provide a stronger justification for wage increases. 
Conversely, the same is true by now stressing 
weekly earnings, that is the yardstick which upon 
reduction of work hours is bound to show the great- 
est relative recession. 

Fundamentally, industry does not oppose higher 
wages; the overriding problem is its ability to oper- 
ate and employ labor if wage rates are increased as 


Police maintain or- 
der in a recent 
Cleveland strike 





demanded. In this respect industry is hemmed in on 
all sides. It is anxious to get going to give large. 
scale employment as rapidly as possible and to pick 
the rich plum represented by the largest consumer 
demand backlog of all time. But the wage-price 
pinch is severe. It must be clear by now that ceil- 
ings are not merely cited as a bargaining weapon 
to oppose wage boosts; they do constitute a definite 
curb on payrolls in many, if not most industries, 
Even if prices could be raised in the wake of wage 
boosts, there would be the ever-present spectre of 
consumer resistance that might well ruin the mar. 
ket. It also might set into motion a price-wage spiral 
of highly inflationary implications. 

Union leaders frequently cite statistics of in- 
creased profits earned by industry during the past 
few years in support of their demands. But profits 
of an abnormal war period can hardly be indicative 
of what future potentials will be. What a corpora- 
tion earned in 1943 or 1944 may bear little or no 


relation to the hourly wage rates it can afford tof 


pay in 1946 or 1947. Rather, selling prices of a 
company’s products, its volume of production and 


















































Approximate Wage Ratios of Major 
Industry Groups* 
Food and kindred products 25% 
Tobacco manufacturers 19%, 
Textile mill products 50% 
cate [See a ine ES eee ee 47%, 
Lumber and timber basic products 50% 
Furniture and finished lumber products 44%, 
Paper and allied products... 35% 
Printing and publishing... cence 28%, 
Chemicals and ‘allied’ products. a 2775 
Products of petroleum and coal. 25% 
Rubber products . 25% 
Leather and leather products... 40%, 
Iron and steel, and products... oon 44%, 
Non-ferrous metals and products........ 36% 
Electrical machinery ........ a, 34%, | 
Industrial machinery... 35% | 
Automobiles and equipment 48%, | 
Transportation equipment ... 50% | 
*—Based on 1939 Census. 
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Men reporting to 
work at a plant of 
Anaconda Copper 


the efficiency of labor are the three dominant fac- 
tors which will determine the wage scales it can 
support. And far-reaching changes are now taking 
place in these factors, changes which may make 
difficult the maintenance of existing wage rates, 
let alone the higher wages sought by the unions. 
Conditions affecting wage paying ability vary 
widely from one industry to another. Where a high 
level of production is assured for some time, where 
upward price adjustments are possible and where 
labor efficiency is high, the ability to raise hourly 
wages is far greater than in industries in which the 
outlook for volume, prices and productive efficiency 
is clouded and uncertain. Unfortunately, the latter 
is true of many industries. And where adequate in- 
formation is not available to indicate what volume, 
prices and costs will be in the period ahead, there 
is great need for caution in raising wage rates lest 
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pPaeeete —— _~ — 
*Industries with Low Wage Ratios 
(Below 20%) 

| Chewing GUNG oe) ee Corn syrup . 18%, 
| Soft drinks ..... = tO Vegetable oils 18% 
Gereaie 2 3 Paints and varnishes 19%, 
| Soap . ($3% Cigars, cigarettes 19% 
| Tobacco - ee ee! 15% Printing ink 19% 

| Gas, manufactured ..... 16% Flour, other grain 
| Chocolate products ....... 18% Siren 19% 

*Industries with Medium Wage Ratios 
(20% to 40%) 

| Printing Glass, flat... . 35% 
Petroleum refining . Radios . 36% 
Cement ......... Containers (cans) 37% 
Electrical appliances Meat packers cts ede 
Confectionery 30% Tires and Tubes ~ 38% 
| Sloss containers . 34%, Aluminum ........ . 40% 
| Bakeries ............. 35% Machine tools . 40% 
PRAVON 5... Farm equipment 40% 
| 
Niadinabiten with High Wage Ratios | 
(40% and over) | 
| Office equipment ....... 41% Steel works and 
| Aircraft and parts... Os 42%, rolling mills ........ 49%, | 
| Automobile ithdilind 2 MOG. Cotton goods . 54%, | 
‘Saunas Locomotives .. 46%, Ship building 54%, 
*—Based on 1939 Census. | 
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Anaconda 


serious maladjustments arise that in their ultimate 
effect may easily foster unemployment and depres- 
sion, if price ceilings are held rigid, or spur inflation 
if prices are allowed to reflect higher wage costs. 

In all this. labor’s argument is that wage in- 
creases are justifiable because of the increase in 
labor productivity during the war, that higher 
wages are possible without necessitating corre- 
sponding price increases. In many cases this may be 
so but it would be fallacious indeed to generalize. 
Above all, the present demands for a 30% wage 
boost is far in excess of any gain in productivity. 
While the latter has increased rapidly in the war 
industries, the studies of the U.S. Bureau of Labor 
Statistics show that no such gains in productivity 
have taken place in industries making civilian goods. 
In fact, some declines have actually taken place. 
But even where the productivity trend is upward, 
the cumulative effect may find full reflection only 
in the future and such future prospect would hardly 
justify compensating wage increases at this time. 

Unfortunately, there has been a tendency in pub- 
lic discussion to identify the anticipated changes in 
productivity—due to technological advances—with 
similar increases in living standards. But the past 
has shown clearly that all gains in productivity 
have not found reflection in additional goods pro- 
duced. Some of these gains have been reflected in 
the reduction of work hours, and some have been 
passed on to the public by means of lower prices 
as well as higher wages. Uusually all three policies 
have been adopted. 

To be sure, gains which take the form of lower 
vrices are more beneficial to the overall economy 
because all consumers do not work in sectors of the 
economy where productivity can be substantially 
raised. Hence they are not eligible for wage in- 
creases which would give them command over a 
larger volume of goods. In the common interest, 
therefore, the position of this large group of con- 
sumers must be improved—in the future as in the 
past —by using technological advances to lower 
prices as well as to increase wage rates. To attemnt 
to force higher (Please turn to page 45) 
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RELATIONSHIP BETWEEN INCOME, SAVINGS AND CONSUMER DEBT 
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CASH OR CREDIT BOOM? 


BY JOHN C. 


ANUFACTURERS and distributors of con- 
sumer goods, eyeing the stupendous accumula- 
tion of individual saving throughout the nation, 
often translate the figures into terms of so many 
automobiles, shoes, dresses, refrigerators and what- 
nots, on the assumption that these liquid resources 
are burning a hole in the public pocket and will 
pour forth in a flood as soon as the supply of pur- 
chasable goods reaches ample proportions. A closer 
study of American thrift habits, the diffusion of 
these funds and their character, however, indicates 
the need for cautious reservations when it comes to 
appraising the manner in which the average citizen 
is likely to satisfy his craving for essentials and 
luxuries in the postwar. Indubitably, the buying 
power never was as great as now, but to what ex- 
tent it will be activated, and how, is quite another 
matter. And in our economy, the practice of buying 
goods on the instalment plan has minimized the 
importance formerly attributed to cash. 

Current estimates of individual savings, emanat- 
ing from a number of reliable sources, differ widely 
as to totals because of the progressively changing 
picture and the wide range of definitions employed. 
As such items as surrender values of insurance 
policies, liquidation of debts, and purchases of 
homes—all items included in basic statistics on 
savings—are of no value in determining buying po- 
tentials for goods, considerable discounting of many 
estimates is essential. For the purpose of this dis- 
cussion, holdings of cash and war bonds plus de- 
posits in the bank constitute the only basis for 
national expectancies in expressing buying power, 
and while even these selected totals add up to a 
sum now probably topping $100 billion dollars, 
chances that in actual experience more than a minor 
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portion will be used to purchase goods become dim- 
mer upon analysis of the situation. 

Take money in circulation, now over $26 billion, 
as an example. Recent reports of the Treasury De- 
partment indicate that as much as $7.5 billion of 
this sum is in bills of large denomination, an almost 
sure sign that most of it is tucked away in mat- 
tresses or held by illicit business or tax evaders. 
Of the balance, a major portion is probably held by 
individuals though the part in the hands of busi- 
ness may also be substantial. The amount of cash 
available for normal spending, therefore, must un- 
dergo a measurable shrinkage. 

Of the $45 billion War Savings Bonds outstand- 
ing, perhaps $36 billion are held by individuals, 
many of whom will continue to cash in their bonds 
to meet current expenses. On the other hand, a very 
substantial number of bond buyers will retain their 
holdings because of their superlative investment 
merit, and redemptions to date have cleared the 
field of a multitude of casual or impecunious holders. 
Thus far, redemptions have averaged about 1% per 
month of total war savings bonds outstanding, and 
while in recent months the percentage has risen 
sharply, curiously enough many of the proceeds are 
reported to have found their way into savings ac- 
counts. As a measure of potential buying power, 
probably not more than $15 billion war bonds should 
be considered as a base. 

When it comes to bank deposits, sharp distinc- 
tions are in order, for history has proven that funds 
placed at interest or in genuine thrift programs 
tend to become remarkably static, and only in case 
of extreme emergency or the attainment of well de- 
fined objectives are they likely to be disturbed. Only 
demand deposits, accordingly, are of a volatile char- 
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acter sufficient to warrant their inclusion in esti- 
mations of buying power. Furthermore, the uneven 
distribution of demand deposits, only about 15% 
of which are believed to be held by workers, em- 
ployees and salesmen, radically alters the spending 
significance of these funds in the picture under dis- 
cussion, for while individual demand deposits have 
soared to about $30 billion, their heavy concentra- 
tion in the hands of relatively few people with more 
ample incomes tends to create questions as to their 
prospective disposition. 

All said, it appears likely that estimates of liquid 
savings of all kinds which may be converted into 
goods should be shaved down to about 50% of the 
total savings reported. On the premise that this net 
amount might reach $50 billion, a strong foundation 
to bolster a spending spree in the near future clearly 
exists, but again the presence of other factors tem- 
pers the outlook. After the First War, records 
show that for a full decade individual savings 
trended sharply upward rather than down, even 
during the serious depression in 1920, in fact al- 
most doubling by 1929. If a similar trend should 
develop after War II, the scramble for long absent 
goods may be somewhat moderated, with conse- 
quent easing of inflationary pressures, although no 
doubt exists that even if savings constitute less of 
a leverage upon prices than might be expected, the 
public will and ability to satisfy desires for new 
merchandise is going to find expression on a huge 
scale. 


Bank Competition 


In the financing of individual purchases in post- 
war, chances are that a combination of pay-as-you- 
go policies and credit will come heavily into play; 
for instalment buying and charge accounts particu- 
larly had won a permanent and very sound position 
in the American economy prior to the war. Banks 
long ago learned that if the average citizen agreed 
to repay even unsecured loans at periodic intervals, 
such credits constituted a prime risk, resulting in 
losses as low as 14 of 1%. Similar experience fol- 
lowed the institution of programs to stimulate the 
sale of automobiles, refrigerators, washing machines 
and other durables on instalment plans, resulting 
in a new and profitable field for finance concerns 
geared to handle the complexities of various classes 
of distributors. It has been amply proven that if an 
individual undertakes to buy any item upon a basis 
of time payments, the chances of default will be- 
come progressively slimmer as the payments grow 
numerically. 





Instalment buying, it is interesting to note, tends 
to grow in popularity and volume with a close re- 
lationship to the national income and savings ac- 
cumulations, as will be observed by scanning the 
accompanying chart which discloses corresponding 
trends of the three factors mentioned during the 
1929-44 period. Apparently, cash in the bank or a 
secure sense of income lend confidence to the em- 
ployment of instalment purchase programs, and 
with individual savings now at peak levels and every 
prospect of boom conditions for wage earners, 
charge accounts and instalment receivables for du- 
rables appear to be headed for record peaks in due 
course, when factory output gets into its stride. As 
a result of inability to buy goods during wartime, 
it will be noticed from the chart that consumer 
debt, in contrast to its normal trend, dropped 
abruptly from 1941 until the middle of 1943, the 
total shrinkage amounting to over $3 billion, but 
since then the curve has tended slowly upward, 
probably in part due to an enforced growth in de- 
mand for second hand automobiles. Plenty of room 
for rapid, near-term expansion in instalment buy- 
ing is afforded at the currently low level of consumer 
debt. 


Credit Curbs 


The Government, in an effort to curb inflation, ex- 
pects to retain for some time yet its Regulation W 
requiring the payment of short term charge ac- 
counts by the 10th of the month following the pur- 
chase, but already the department stores, for the 
first time in several years, are openly encouraging 
customers again to use credit facilities in making 
their purchases. More liberal is the Government at- 
titude toward instalment purchases, as restrictions 
are slowly but surely in process of easing; down 
payments must still be substantial, however, as long 
as inflationary pressure persists. 

Both banks and finance concerns are girding for 
an all-out battle to finance instalment credit as the 
era of high promise opens up. While the well in- 
tegrated operations of the leading industrial fi- 
nance companies gave them a decided advantage in 
prewar, similar potentials are now being provided 
for country-wide groups of banks. The competition 
promised has led the finance concerns to drop their 
rates from 6% to 4%, but even at this level the 
profit margin is wider than appears, because the 
rate is figured on the original sum borrowed, re- 
gardless of periodic payments. As the finance com- 
panies currently can borrow almost unlimited 
amounts of money at 3% (Please turn to page 48) 
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| *—June 30, 1945. 
| ‘a)—Adijusted for 3-for-! split in 1945. 








Statistical Data on Leading Finance Companies 
$ Millions 
Receivables Gross Optg. Inc. Price 
End of Working Capital Net Per Share Dividends Recent Div. Earnings 

1941 Latest* 1941 1944 1941 1944 1941 1944 1941 1944 Price Yield Ratio 

Beneficial Ind. Loan 82.925 55.680 27.187 24.924 63.379 56.188 $2.36 $1.93 $1.70 $1.35 27 5.0% 14.0 
Commercial Credit 394.814 78.651 29.322 7.830 151.136 76.858 4.65 2.80 3.00 2.25 50 45 17.8 
C. |. T. Financial 585.703 99.855 53.376 12.149 261.766 116.427 4.78 2.10 4.00 2.55 55 3.8 26.2 
Household Finance 80.058 58.537 22.649 17.740 62.558 59.279 2.04(a) 1.77 a) 5.00 1.40(b) 27 65 15.2 


(b)—Indicated div. for new stock; actually paid $4 in 1944 before 3-for-I split. 
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Happening in Washington 





Charles-Phelps Cushing Photo 


RUMORS of pound sterling depreciation growing out 
of current British-American loan negotiations can 
be completely discounted. Lord Keynes has gone out 
of his way in press and private discussions to deny 
that any such move is contemplated. Indeed, excel- 
lent progress being made by the Economic Mission 
in Washington would seem definitely to put a stop 
to the gossip which has been disturbing to the ex- 
change market. Fiscal branches of the government 
are completely satisfied with what is going on, what 
it forebodes. 





Washington Sees: 


It can safely be put down as fact that the 
Truman honeymoon has ended, earlier but no 
more definitely than did the era of good rela- 
tions between his predecessor and congress. 

Congress members had been eager to do al- 
most anything the President requested. They 
realized he entered the White House in a period 
of great emergency, that their wholehearted co- 
operation was required in the public interest. Now 
it is apparent that Capitol Hill intends to make 
its own influence felt more emphatically. 

But the President has not been caught napping. 
Recognizing the feel of chilly weather, legisla- 
tively, he is conducting regular conferences with 
congressional leaders, making some headway in 
restoring amities. But the teamwork has been 
tardy in getting underway. 

President Truman has expressed irritation at 
congress. It let him down, he protested, on unem- 
ployment relief. Congress leaders think he was the 
one who did the letting down when he submitted 
an unemployment plan already rejected in prin- 
ciple. 

The President is congress-conscious. His recent 
action in promoting consultation between the 
White House and Capitol Hill suggests a safe 
prediction: as the agencies are linked to the 
President by Cabinet meetings, the lawmaking 
branch of the government soon will be linked to 
the Executive Office by what, for want of a better 
term, might be called a “Legislative Cabinet.” 








BY E. K. T. 


Sdenenee 


REAL ESTATE in the United States—and that means 
50 million parcels of property—will come under the 
wing of the Office of Price Administration if Ches- 
ter Bowles has his way. That would choke a major 
industry. Congress is being asked to stop Bowles, 
and probably will. OPA wants to determine ceiling 
prices in a field beset by variables, including climate, 
source of building materials, utilities, together with 
the numerous imponderabies that enter into a busi- 
ness which is historically speculative, probably al- 
ways will be. 


CONGRESS is running dangerously close to the dead- 
line for extension of the emergency powers of the 
President. Continuance seems necessary to orderly 
reconversion. Second War Powers Act which affords 
the authority for allocations, priorities and rationing 
ends with the close of the calendar year; the Stabili- 
zation Act, affecting wage and price regulation ex- 
pires next Spring. Extension bills will afford oppor- 
tunity to blow off political steam, but prospect is 
that the President will eventually receive the go- 
ahead signal. 

AGRICULTURE is entering one of its most trouble- 
some periods. The “farm problem” will be heard 
about in the next few months with much greater 
frequency than in the pre-war period. Federal legis- 
lation requires price support for numerous commodi- 
ties which actually are in surplus. Farmers want the 
statutes on the books as protection, despite the fact 
that no signs point to market drops when domestic 
needs and purchases for world distribution are con- 
sidered. Confusing situation is the circumstance of 
reports, issued on same day, stating the world faces 
food shortage, and that the United States has a rec- 
ord-breaking crop of staples about to be harvested. 
MAJOR SOURCES of tin, rice, fats and oils—the 
Philippine area, Dutch East Indies and east of Burma 
—remain a vacuum from standpoint of information. 
State and Agriculture Departments are seeking in- 
formation for guidance of industry but find that the 
British are using tin, particularly, as ace-in-the-hole 
for trading purposes. Disclosure that United States 
has picked up equivalent of 11,000 tons in Belgium 
and Holland since V-E Day, is examining other 
stockpiles, may have early and important effect on 
3ritish policy. 
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Important to domestic industry is the announcement that 
intercoastal shipping will begin soon after Nov. 1 with fast 

17-knot ships initially under War Shipping Administration man- 
agement, soon turned over to private operators. Schedules are 
in the making. 














United Nations' Maritime Council -- composed of all 
maritime nations -- will meet this month, and a program for 
de-requisitioning of ships will be drafted. United States wants 
to end controlled shipping, Four vessels will be put into China 
runs next month, will be followed by fast freighters to the Far 
East. Nevertheless, excess of Shipping tonnage will see approx- 
imately 600 Liberty craft tied up within the next six months. 


























Negotiations on behalf of Great Britain carried on by 





Lord Keynes will, it is predicted, result in the greatest inter- 

national horse trade in history. British will give more ground 

than they now pretend they ever will. Restlessness in her 
Dominions is one of the principal reasons. The American doctrine has been flatly 
put, will be adhered to. Demanded are free world trade, the end of quotas, end of 
blocked exchanges, bloc preferences, controlled shipping and cartels. Britain will 
take it. 























Competition and results, the official planners now seem convinced, can best 
be obtained by turning industry loose on its own. Government will assist. Commerce 
Department is planning a greatly expanded organization to furnish information and 
guidance. 

















Agriculture likewise sees the need for expansion of its activities in 
assisting the development of foreign trade and sale of agricultural implements. 
State Department will be available to assist other government agencies and trade 
groups on broad questions and policy. Also, State Department will consult with the 
others on trade agreements and negotiations affecting exchange. 




















Cash markets today are South and Central America, South Africa, Philippines, 
Sweden and Denmark, Commerce Department advises. In a limited degree, others are 
the Netherlands, France, Belgium and their colonial possessions. Hope is held the 
Middle East will open up to trade shortly. 

















tiations now underway preliminary to the World Trade and Economic Conference, simi- 
lar to Bretton Woods, which will be announced when agreements have been reached. 




















Revised listing of government-owned war plants which are, or soon will be, 
available for lease or purchase has been completed and sent to RFC field offices for 
examination. Carried is basic information such as locations, sizes and general 
features of approximately 950 facilities. RFC field offices have additional detail, 
including illustrated brochures showing architectural plans, engineering details, 
information on local transportation and utilities. 




















Banks and other lending agencies soon may be abie to invoke a Veterans 
Administration guarantee without initial examination of the loan by government 


agencies. 
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Already passed by lower branch of Congress is an amendment to make that 
possible. The Senate is balky, feels it goes too far in the direction of private 
control over that phase of the GI Bill of Rights. Gen. Omar N. Bradley, Veterans 
Administrator is opposed on the same grounds. 














In operation over one full year, the guaranteed loan provision has resulted 
in 24,000 applications of which 19,500 have been approved. Applications fer home 
loans far outstrip those for financial assistance in buying farms or establishing 
businesses. 





























early prospect. But Chester Bowles is not giving an inch on his formula for fixing 
ceilings on civilian goods which will flow in the wake of reconversion. 











looks for like results from similar action on meats and shoes.. Bowles hopes to gain 
some congressional support by appearing before the house banking and currency com- 
mittee to make a "report." He's taking a chance on an extremely chilly reception. 

















Insurance experience gained by the Army Air Forces during the war should be 
made available to insurance companies and the public, U. S. Chamber of Commerce 
declares in a communication to the War Department. Full disclosure is asked, The 
Chamber, compiling material on types of coverage available to aviation interests, 
hopes to round out its report with data which now reposes in official files. 




















Majority party "line" on British loans is becoming apparent. No dangerous 
trend in the political switch from conservative to labor governments is conceded; 
no support of socialistic system is acknowledged. Great Britain, it will be argued, 












































has the same objective as the United States: peace, full employment, economic expan- | | 
Sion to make possible a higher standard of living. I 
esti 

Echoing through official discussions is the contention that Britain intends back 

to achieve those goals within the framework of free enterprise, is bent upon _ lion 
preserving that system. But, leaders submit cooperative effort toward the common saa 
goal must be implemented by financial aid -=- the United States paying the bill. balle 
CeSS: 


Argument continues that if Great Britain can have assistance from the United | to 9 
States in dollar exchange it will be possible for her to go along with this country vate 
in developing world trade on a multi-lateral basis, to accept the Bretton Woods four 














































































































agreements, to modify Empire preference and relax exchange control. sage 
Otherwise, the country will be told, Great Britain will be without dollars ®. 

and that country will have to control exports and imports, tighten the sterling evi 
bloc, and retain exchange controls. Great Britain has the sterling bloc and the to li 
right to remain outside the Bretton Woods Agreements, runs the effective argument. this 
with 

War Production Board intends to consider industry item by item and will call |} ing 

in experts from operating plants to assist in determining whether materials which fami 
have piled up during the war may safely be placed upon the market without seriously a 
interfering with post-war production. apo 
First, and comparatively insignificant, of the items considered was building ies 
hardware. WPB and SPB called manufacturing executives to Washington for discussion, Fy 
determined to have the squawks in advance, if at all. The result: builders hardware | byilc 
accumulated by the government will be fed into the channels of trade gradually; stan: 
there is no apprehension by reconverting industry that the results will be harmful. a 
n 

All signs point to sizable spurt in volume of home repair and improvement. eg 
Federal Reserve Board will suspend credit regulations this month. Following soon the | 
will be liberalized Federal aid on small home mortgages. versi 
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BY EDWIN 


HERE is in the making the greatest building 
boom in the history of the United States! It is 
estimated, optimistically, that there is a deferred 
backlog of construction of between $50 and $75 bil- 


lion dollars. 


The outbreak of war caught the nation with in- 
adequate housing facilities, a situation which snow- 
balled into unparalleled proportions when, of ne- 
cessity, new construction became practically limited 
to only the most essential emergency housing. Pri- 
vate building has been at a virtual standstill for 
four years, and total construction volume dropped 
from $13,600,000,000 in 1942 to $4,000,000,000 
in 1944, 

There exists today such an acute shortage of 
housing that in some of the more densely populated 
urban centers the search for a place—any place— 
to live in has become a desperate scramble. And 
this shortage will get worse before it gets better, 
with hundreds of thousands of service men return- 
ing to civilian life. Some 1,400,000 servicemen’s 
families have not yet established themselves in 
homes of their own. It has been estimated that 
during the next ten years a minimum of 12,500,000 
homes will be needed. During the building boom 
which followed the last war, about half that number 
of homes were built. 

From a social standpoint, the resumption of home 
building cannot start too soon. From an economic 
standpoint, the huge potential market for new 
homes is of manifest importance. 

In fact, long before V-E Day, Government plan- 
ners and economists, aware of the steadily mount- 
ing shortage of homes, were counting heavily on 
the building industry to smooth the road of recon- 
version. It was felt that the reconversion problems 
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in this industry would not be great and that it 
would be able, almost immediately, to step in and 
take up a lot of slack, until other big industries 
could complete their change-over to a peace time 
status. 

The building industry was well cast in the eco- 
nomic role which it had been chosen to fill. For 
not only is the building industry vitally important 
as such, but it is a prime contributory factor in a 
score of other industries — steel, railroads, truck, 
paint, cement, lumber, glass, heating and ventilat- 
ing and hundreds of satellite manufacturers of 
building hardware and equipment. It is estimated 
that at least 4,500,000 persons, possibly many more, 
can be employed directly or indirectly in the build- 
ing of new homes. This total would be further 
swollen by the addition of workers needed for in- 
dustrial and public construction. 


Prerequisites of a Boom 


Here then, in the building industry, is an eco- 
nomic force of unequalled importance. The question 
is what conditions are necessary to insure its full 
effectiveness ? 

The need for new homes can be conceded without 
much further discussion. Restricted building, obso- 
lescence, and the growing number of families com- 
bine to create a potential market of unprecedented 
size. Superimposed on the need for private dwell- 
ings, there has also been built up a long deferred 
need for industrial, public utility and railroad con- 
struction; many new public buildings such as schools 
and churches are needed; new roads, bridges and 
transit facilities will be built; and a large number 
of municipal airports are planned. All of which adds 
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up to a very glowing picture, indeed. 

It is, however, the construction of new private 
dwellings that will spark the boom —if such it 
proves to be. Latent demand, in itself, does not 
guarantee a boom, and to become effective must be 
given force by buyers—buyers who have the neces- 
sary wherewithal and the urge to spend, or invest. 

The purchase of a home is a major undertaking. 
This is true almost regardless of the financial cir- 
cumstances. The ideas of the entire family must 
be listened to and weighed and finally incorporated 
into the “ideal” home. The next step is to tailor 
this dream house to fit the budget. And right there 
is where the big hitch may develop. 


Low Cost Homes Vital 


This brings us to condition number two: To acti- 
vate the demand for new homes and prolong the 
economic benefits arising therefrom, these new 
homes must be made available at prices and terms 
which will attract mass demand. If this condition is 
not met, the building boom may well “die a’borning.” 

It is a well established fact that the accumula- 
tion of savings and war bonds by individuals dur- 
ing the past four years has been of record propor- 
tions. A recent survey made by Architectural Forum 
revealed that of 2,778,000 families interested in buy- 
ing or building a house, more than half had the 
cash or war bonds to pay for it. But even more 
significant, this same survey found that some 70 
per cent of these “prospects” planned to spend less 
than $8,000 for their house. Estimates made by the 
National Housing Agency indicate that only 12 per 
cent of the 12,500,000 new homes which will be 
needed over the next decade can be sold at a price 
above $7500—or rented for more than $75 a month. 
The need for homes between $5,000 and $7,500 is 
placed at 21 per cent. If these estimates are borne 
out it will mean that two-thirds of the needed 
homes must be priced under $5,000—or rent under 
$50. At least 20 per cent of this latter group will 
have to be priced so low as to be unprofitable for 
the private builder to handle; they will have to be 
— by municipal housing projects, or their 
ike. 


The conclusions to be drawn from the foregoing 
are pretty obvious. Just as the low price automo- 
bile is the foundation of the automobile industry, 
lower cost homes are the keystone of the building 
boom. Unless costs can be kept within reasonable 
bounds many expectant home owners will shy away. 
The building boom will fall far short of fulfilling its 
destiny if real estate values become inflated, prices 
of building materials soar, and wages of building 
labor increase substantially. 


Price Control Measures 


No one in authority concerned with the building 
industry has denied the danger in these latter im- 
plications. But there are two schools of thought on 
the methods to be used in avoiding them. Between 
these two methods there is considerable divergence. 

Chester Bowles, head of OPA champions the 
cause of price fixing, and is supported by ex-Eco- 
nomic Stabilizer Will H. Davis. On the other side, 
advocating the removal of all wartime restrictions 
on building, are ranged Director of Reconversion 
Snyder and the solid ranks of private building 
interests. 

The recent announcement of the removal on Oct. 
15th, of all building restrictions embodied in WPB 
Order L-41 was a signal victory for Mr. Snyder’s 
forces. Formerly, under this order, the cost of a 
new home was limited to $8,000, and full control 
over the use of building materials was vested with 
the War Production Board. Mr. Bowles is strongly 
favoring OPA control of the cost of building ma- 
terials, construction, real estate values and the final 
sales prices of new homes. OPA will continue to 


control prices of building materials and lip service | 
was paid to WPB demands by a program, somewhat } 


vague in its scope, involving conservative lending 
policies by Federal credit agencies, a “stabilized 
cost” procedure in making appraisals, inventory 


controls to prevent concentration of vital building | 


materials in a few hands, and cooperation with 
various representatives of the building industry 
groups. 

There is no question as to the sincerity of Mr. 
Bowles aims. Wisdom and foresight are needed in 


























Statistical Data of Selected Building Companies’ Stocks | 

In Dollars Per Common Share Price | 

Book NetCurrent Cash 1936-9 1936-9 1944 Div. 1944-45 Recent Earnings | 

Value Assets* — Items Avge.Net 1944Net Avge. Div. Div. Yield Price Range Price Ratio | 

Alpha Portland Cement... $32.94 $14.70 $11.83 $ .78 def $ .12 $1.06 $1.00 2.9% 343%4-17% 34 

American Radiator & S.S. 10.10 5.22 5.08 45 .64 Ey 40 22 18 -9 18 28.1 

Celotex Q 8.76 Nil 4.11 1.13 54 15 -50 Zo 20 -II 20 37.0 | 
Certainteed Products... 4.21 Nil 3.51 def .61 38 Nil Nil Pte 1574- 454 15 39.4 
Crane Co. ....... = oe Ses 15.48 11.90 1.90 2.49 40 1.50 ce | 4074-1834 40 16.0 
Flintkote . 17.86 7.16 13.86 1.64 1.38 1.02 .90 2.8 3312-1834 32 23.0 
Johns-Manville 74.07 29.80 19.01 4.09 6.39 3.06 2.75 2.0 143-8454 137 21.4 
Lehigh Portland Cement........... 44.19 9.47 12.93 1.84 1.20 1.50 1.00 2.5 46!/.-21 40 33.3 
Lone Star Cement... 49.56 18.66 11.36 3.52 27 3.12 1.75 749 f 66 -40% 65 30.0 
Masonite ......... : ae Te 5.76 7.82 2.41 1.69 1.59 1.00 2.0 5114-374 49 29.0 

National Gypsum sec, <D Nil 3.12 51 42 06 25 1.2 213%4- 9 21 50.0 | 
Ruberoid _... Bern . 46.60 20.63 8.76 1.82 2.08 1.26 1.25 3.0 42'/2-25 42 20.1 
Sherwin Williams ...... 75.60 41.27 30.12 6.21 5.55 3.81 3.00 2.3 13154-91131 23.6 

United States Gypsum... 53.79 24.72 25.46 4.38 3.07 2.94 2.00 2.0 104 -70 10] 32:9 | 

Yale & Towne Mfg... 52.45 33.88 20.82 1.86 y By 6g 84 1.00 Zt 47'/4-27\/2 47 15.7 | 

| *—After prior obligations. 
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dealing with the complex price structure upon which 
the building industry rests. But Mr. Bowles pro- 
gram would involve a difficult problem of adminis- 
tration and may perhaps slow the progress of new 
building. Building interests are confident that dan- 
gers lurking in the threat of rising costs and prices 
may best be mitigated, if not dispelled entirely, by 
unrestrained production of building materials and 
construction of new homes. They may have an 
opportunity to prove their point. 

Meanwhile, Mr. Bowles is carrying his fight to 
Congress, asking for legislation to give him control, 
beyond the expiration date of the price control law, 
over virtually the entire price structure of the 
building industry. Reports from Washington ques- 
tion his chance of success though no doubt there is 
a good deal of support for his proposal. 

The responsibility for holding costs within limits 
which will induce mass buying by no means rests 
solely with the producers and manufacturers of 
building materials and equipment. Of the total cost 
of a home nearly 30 per cent represents the cost of 
construction labor, according to figures compiled by 
the National Housing Agency. Because of the in- 
sistence of trade unions in adhering to antiquated 
handcraft methods, various make-work rules and a 
system of limiting apprentices, labor constitutes an 
inflexible cost item. A considerable reduction in the 
cost of labor could undoubtedly be effected, were 
the present practices given a thoroughgoing re- 
vision. The same also applies to long standing build- 
ing codes and ordinances. In nearly every munici- 
pality, these are sadly in need of being brought up 
to date. In doing so, a salutary contribution could 
be made toward encouraging new building. 

Much that has been written here bears on the 
construction of private dwellings. This emphasis is 
justified by the fact that it is this single phase of 
the building industry that is most pregnant with 
boom potentialities. Further, it is the unit home 
costing somewhere in the neighborhood of $6500 
on which the greatest demand will be concentrated. 
What happens in this market will probably decide 
the fate of the entire building boom. 
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If the boom does materialize, it is certain that a 
sizable number of higher cost homes will also be 
built, to say nothing of many thousands of lower 
cost houses. Much has been heard of the pre- 
fabricated house but somewhat like television it 
seems to have suffered from too much ill-timed pub- 
licity. The pre-fabricated house is a reality and a 
number of manufacturers are planning to “push” 
this type of housing. To cite only a single instance, 
Gunnison Homes Inc., a subsidiary of U. S. Steel, 
is planning to spend $1,000,000 for increased plant 
capacity, ultimately enabling the production of 
1,650 pre-fabricated houses annually. For the pres- 
ent, however, the market for the pre-fabricated 
dwelling seems likely to be pretty much confined 
to very low unit cost housing and for camps and 
rural buildings. Not until pre-fabricated housing 
makes a stronger competitive bid, on a quality as 
well as cost basis, is it likely to supplant the con- 
ventional home as we know it today. 

Paced by the revival of home building, there will 
undoubtedly be a large scale renewal of construc- 
tion of apartment and multiple family dwellings in 
the large urban centers. It is anticipated, however, 
that this phase of the industry will experience some 
lag, marking time while (Please turn to page 50) 
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Six Preferred Stocks For 
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” VESTORS mainly dependent upon income from 
securities to meet the uptrend in living costs, 
and reluctant to take a chance on common stocks, 
find increasing difficulty in the selection of media 
to fit their individual requirements. With yields from 
savings bank interest, bonds, mortgages and an- 
nuities shrunken to discouraging levels, both pri- 
vate and institutional capital has reached out on 
a broad scale for preferred stocks of sound concerns, 
a process resulting in historical peak prices and 
low yields as a rule for these investment media also. 
Indeed, so far has the pendulum swung that yields 
of innumerable preferreds have closely approached 
those of bonds, establishing a range of from 334% 
to 334.% for top grades. Still available, however, are 
a few preferreds of good companies currently priced 
to yield 5% or better, and of these we have selected 
six possessing fundamentals and potentials which 
appear to warrant confidence as satisfactory in- 
vestments. 


Pertinent Factors 


Aside from an attractive yield and the fact that 
they enjoy a preference status in the capital struc- 
ture of large, well established concerns, the half 
dozen issues under discussion all enjoy three addi- 
tional advantages in common; dividends are cumu- 
lative, none are in arrears, and in no case does the 
current price for the shares exceed that at which 
they may be called for redemption. Viewed more 
closely, this means that any lapse in the agreed 
dividend rate during a lean period must be fully 
compensated for later on before common stock- 
holders can receive so much as a penny in distribu- 
tions, that any such previous lapse—if it occurred— 
has now been fully rectified, and that current buyers 
of the shares will face no capital loss if the concern 
elects to retire the shares. As in the event of vol- 
untary or involuntary dissolution of the enterprise, 
holders of the preferred would enjoy priority over 
the common in the distribution of assets, their fun- 
damental position is additionally strengthened, and 
individual provisions to protect the privileged stock- 
holders will be discussed further on. All said, while 
the cases under consideration vary widely in cer- 
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tain respects, principal and income of all enjoy re- 
assuring factors above average, and in view of their 
attractive yield, further appreciation in price is 
not impossible as the competition to improve income 
continues apace. 

Dominant factor in the nation’s sugar refining 
industry is the American Sugar Refining Co., well 
integrated through ownership of six large tidewater 
refineries, extensive sugar plantations in Cuba, 
financial interests in domestic growers of sugar 
beets, docking facilities, and factories to make bar- 
rels and cartons. A daily melting capacity of 17.7 
million pounds accounts for about a third of the 
domestic total. With no funded debt, the 450,000 
shares of 7% preferred stock and 450,000 shares of 
common represent a well balanced and conservative 
capitalization. After deductions of over $50 million 
for depreciation, book value of the preferred is 
about $319 per share, of which nearly $95 per share 
consists of liquid assets. Working capital of 
$42,485,000 is ample as on December 31, 1944, cur- 
rent liabilities amounted to a relatively modest $12 
million, including taxes payable. 


Strong Cash Position 


A strong cash position and unusual stability of 
earning power has enabled American Sugar Refin- 
ing Co. to pay dividends on its preferred without 
interruption since 1891, a period of 54 years, and 
during this long time, more variable dividends were 
paid on the common in every year but three. Last 
year’s net equalled $12.11 per share of preferred, 
and during its half-century career the company has 
rarely failed to earn full coverage on its senior 
issue, although world production of sugar at times 
glutted the markets. Current shortages enhance 
the outlook for several years to come and past good 
records of this concern lend confidence to its longer 
term progress. At recent price of 140 this preferred 
issue yields 5% and as it is not redeemable at all, 
the stock offers an opportunity for satisfactory 
long-term investment. 

One of the two leading makers of locomotives is 
Baldwin Locomotive Co., established in 1911, and 
the current status of this concern lends considera- 
ble attraction to its preferred 


























Sik aii stock. For many years prior to 

Pertinent Statistical Data the 1929 crash, Baldwin was un- 

No. of |] usually prosperous, paying sub- 

Times |] stantial dividends on its common 

— P saree after meeting all requirements 

Dividend Par Callable 1945 Recent on Pid: Div. on a large issue of preferred. 

Rate Value At Price Range Price Yield Preferred Earned Six years of depression and 

American Sugar... $7.00 $100 N.C. 142 -128% 140 5.0% $12.11 1.7 || a top-heavy capital structure, 

Baldwin Locomotive 2.10 30 40 43 - 40 40 5.1 67.81 32.3 however forced a reorganization 

Budd Manufacturing... 5.00 No 100 94%- 74% 4 5.3 1250 22 || in 1937, since which time the 

International Paper 5.00 100 105 101%- 83% 100 5.0 9.12 15 || Present issue of approximately 

Radio-Keith-Orpheum. 6.00 100 105 104-91 104 5.7 44.16 40 || 125,000 shares of preferred 

Sharon Steel... 5.00 No 105 95 -78 9p 5.4 179232 | stock has progressively gained 
___________|| jn fundamental soundness. 
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Secure and Substantial Income 


In recent years, Baldwin has expanded into the 
manufacture of Diesel and electric powered loco- 
motives and heavy industrial machines, besides ac- 
quiring a 61% interest in Midvale Steel Co. and a 
32% interest in General Steel Castings Co. Orders 
booked by the company soared from $34.5 million 
in 1937 to a peak of $225 million in 1944 and work- 
ing capital showed a respective gain from a low 
of $6.6 million to $17 million at the end of 1944. 
Earnings applicable to the preferred during the past 
five years have totaled $264 per share after taxes, 
reaching a peak of $67.81 per share in 1944. As 
the preferred has a par value of only $30 per share, 
7% dividends require a per share payment of only 
$2.10 per annum, highlighting the wide amount of 
earnings coverage achieved. While postwar volume 
and net may dip, the enormous and worldwide de- 
mand for modern motive power, should sustain 
good earnings for a long time to come. The pre- 
ferred is redeemable at $40 per share and in re- 
cently selling at this same price yields 5.1%, all 


| factors considered, an attractive figure for a rela- 


tively small-sized cumulative preferred of this 
character. 


E. G. Budd Mfg. 


Another concern marked with current strong po- 
tentials to offset an unimpressive record during the 
early 1930s is E. G. Budd Manufacturing Co., an ag- 
gressively managed concern manufacturing steel 
bodies for the leading manufacturers of automobiles 
and passenger cars for the principal railroads. Fol- 
lowing five years of very profitable war production, 
Budd is faced with dual prospects of continued 
high level activity for its normal output and to 
meet the demand is planning broad expansion. As 
recently as 19438, this concern created a new issue 
of no par $5 preferred stock, cumulative as to divi- 
dends and redeemable at $100 per share, at the same 
time retiring by exchange or full redemption an old 
issue of 7% preferred heavily in arrears. As mat- 
ters now stand, about 143,000 shares of the new 
preferred are outstanding, backed by net assets of 
some $36 million of which over $18 million is repre- 
sented by working capital, the latter alone equalling 
$126 per share. In only two years out of the last 
ten have net earnings failed to provide a wide 
coverage for the dividends needed to service this 
issue. 

Despite heavy taxes, net for the past five years 
has totaled $125 per share on the preferred, and 
even after payment of excess profit taxes equivalent 
to $48.67 per share on this issue in 1944, remaining 
net was more than twice the necessary amount for 
the preferred dividend. Probable relief from this 
tax next year should impressively widen profit mar- 
gins as volume is swelled from $16 million planned 
expansion in facilities. Budd thus emerges into post- 
war in a strong position from every angle and its 
preferred stock at 94, yielding 5.3%, has many 
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elements of attraction, although the business is 
sensitive to cyclical swings. 


International Paper 


The world’s largest paper making concern is 
International Paper Co., completely integrated 
through ownership or control of dozens of sub- 
sidiaries in the United States and Canada. From 
16 million acres of timberland in these two coun- 
tries, owned in fee or under Crown rights, pulp- 
wood is produced for an immense output of news- 
print, kraft paper and boards, bags and every class 
of specialty paper by scores of the company’s mills. 
As a result of a recapitalization in 1937, presently 
outstanding are 925,966 shares of 5% cumulative, 
convertible preferred preceded by $48,796,000 bonds 
of the parent concern and its subsidiaries. While 
the convertible feature of the stock, exchangeable 
into common at 40, holds slim attraction at present, 
the issue has gained increasing investment merit 
during recent years and postwar prospects of the 
company are most encouraging. 

Compared with 1937, book value of the preferred 
has climbed from $148.63 to a peak of $191.71 in 
1944, despite heavy taxes and generous charges for 
depreciation and depletion. Net earnings for the 
last six years have covered the preferred dividend 
more than twice over on the average, amounting to 
$9.12 per share in 1944 after deductions of $21.11 
per share for EPT, the latter likely to shrink dras- 
tically hereafter. Bolstering postwar potentials is 
a growing demand for kraft products, including con- 
tainers greatly improved by wartime research, not 
to mention a prospective increase in demand for 
all forms of printing papers. True, prior charges 
upon income are not small, but in the longer term 
view the cumulative dividend on the preferred ap- 
pears well assured, and at a recent price of 100, 
the stock not only yields 5% but is well below its 
redemption price of 105. 


Sharon Steel 


The 5% cumulative, convertible preferred stock of 
Sharon Steel Corporation has interesting aspects 
which come to light through study of this small but 
45 year old concern. The issue is not unduly large 
and is junior to only $1.6 million of 2% notes due 
in 1949. Sharon Steel is a non-integrated producer 
of pig iron, steel billets, bars, strips, alloy and stain- 
less steels, with varying financial interests in 
Pittsburgh Steel Co., Mullins Manufacturing Co., Niles 
Rolling Mill Co. and Detroit Seamless Steel Tube Co. 
In addition to these steady customers are the 
makers of automobiles and all kinds of durable 
goods. As an offset to several unprofitable years 
during the depression, Sharon has earned a total 
of over $160 per share on its preferred since 1935 
and in spite of excess profit taxes equalling $28.95 
per share in 1944, man- (Please turn to page 53) 
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BY HAMILTON OWEN 


— it a record of uninterrupted growth— 
ahead of it a future replete with dynamic prom- 
ise. That is the natural gas industry. 

No longer a regional industry, largely concen- 
trated in the principal areas of supply, the natural 
gas industry has been steadily broadening its scope 
to one of national status. This has been made possi- 
ble through the development of long distance pipe 
lines permitting the transmission of natural gas to 
service areas far removed from the gas wells. More- 
over, not only is natural gas a vital source of heat, 
but scientific research has made it an important 
repository for a myriad of chemical raw materials. 
Thus, does natural gas have what amounts to a 
double-barreled claim for its inclusion in the group 
of “growth” industries. 

Last year total sales of natural gas were in ex- 
cess of 2 trillion cubic feet, and more than double 
the 1929 figure. Total revenues of $678 million 
showed a gain of 75 per cent since 1929. It is a 
foregone conclusion that both sales and revenues 
this year will set another new record. Today natu- 
ral gas is consumed in thirty-four states and is 
economically supplied to some of the nation’s most 
important industrial areas and population centers. 
Domestic consumers number more than ten million; 
there are 45,000 industrial users and 785,000 com- 
mercial ones. 

Reflecting the sharp impetus given by the war 
to industrial demand for natural gas, sales to this 
class of users last year accounted for more than 
65 per cent of the total, while revenues accounted 
for more than 36 per cent of the total. Although 
consumption by residential users ranked second, 
domestic revenues exceeded the industrial figure by 
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$113 million and contributed about 53 per cent of 
the total. Evidence of the industry’s steady growth 
is the fact that residential sales have expanded on 


the average of 6 per cent annually since 1936 and | 
this year may be nearly double the low levels of | 


the depression period. With the building industry 
getting set for a veritable boom of national pro- 
portions, further important gains in the home con- 


sumption of natural gas are indicated for the com- | 


ing years. 


Early this year, when winter weather was doing 
its worst, the natural gas industry averted a dan- 
gerous crisis only by a very slim margin. Cold 
weather and a shortage of coal and fuel oil placed 
an unusually heavy strain on supplies of gas in 
storage, necessitating a sharp curtailment in gas 
supplies to critical war plants in the mid-West and 
Appalachian industrial areas. Readers recalling the 
publicity which attended the situation at the time 
might logically raise a question as to whether or 
not supplies of natural gas will be sufficient to meet 
the steadily growing demands. 

Natural gas had its first large scale industrial 
use in the Appalachian region, and it is in this re- 
gion.that reserves of natural gas have undergone 


steady deterioration, and no important new dis- | 
coveries have been made. Nor, according to com- 


petent geologists, are any likely. As if to confound 
engineering opinion, however, the Ohio Oil Co., last 
June brought in a well in West Virginia on the 
eastern slope of the Appalachians. Regardless, how- 
ever, of the possible future of this particular re- 
gion, there are no grounds for concern as to the 
over-all supplies of natural gas. The problem of 
shortages in the Appalachian region is unlikely to 
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recur this winter. Companies serving that area have 
made long term contracts which will assure ade- 
quate supplies from the Mid-Continent fields via 
long distance pipe line. 

The Petroleum Administration for War estimated 
that as of January 1, 1944, recoverable reserves of 
natural gas in the United States were about 110 
trillion cubic feet. Right now these reserves are 
probably nearer 150 trillion cubic feet. Without 
making any allowance for the discovery of new 
fields or the extension of existing fields, indicated 
reserves would be sufficient for upwards of thirty- 
five years consumption at the present rate. Reserves 
are being steadily augmented at a much greater 
rate than that by which demand is expanding. 


Adequate Reserves Assured 


Throughout all of the major fields in Texas, Cali- 
fornia, Kansas, Louisiana and in the Appalachian 
area, geologists are conducting an intensive search 
for new natural gas reserves. During the past four 
years, there has been an increase of 4,000 in the 
number of active gas wells and at the present time 
there are some 60,000 wells in the country. The 
largest known reserves are in Texas, where they 
are estimated at 65 trillion cubic feet. Hardly more 
than two years ago total of all reserves was placed 
at 100 trillion cubic feet. No, in the matter of re- 
serves the natural gas industry would not appear 
to be faced with a problem any more serious than 
that in the petroleum industry, for example. 

The crisis of last winter was not due so much 
to supplies as it was to lack of adequate facilities. 
R. H. Hargrove, chairman, Natural Gas Depart- 
ment, American Gas Association explains that the 
difficulties were not due necessarily to the record 
quantities of natural gas furnished but more to 
needed additional facilities and rearrangement of 
existing facilities to supply gas where it is required 
most. To that end the industry is planning to spend 
upwards of $120,000,000 for additional plant and 
equipment and the Federal Power Commission has 
approved projects for the construction of nearly 
5,000 miles of additional natural gas pipe lines. It is 
estimated that 
these new lines 
will be capable of 
transmitting 400 
million additional 
cubic feet daily 
at peak move- 
ments. 

In an oil field, 
natural gas is 
looked upon as a 
dangerous but 
necessary evil. 
That it used to 
be, but it is rap- 
idly turning out 
to be a blessing 
in disguise. 
Chemical re- 
search is respon- 
sible for chang- 
ing natural gas 
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from a sort of step-child of the oil industry to a 
highly respected member of the petroleum family. 
Prominent in exploring the chemical possibilities of 
natural gas have been such leading oil companies 
as Phillips Petroleum, Shell Union Oil and Standard 
Oil of New Jersey. Considerable success has at- 
tended their efforts in that direction and it is as 
an important source of chemicals that the natural 
gas industry contemplates a bright future. 

Natural gas is a rich source of hydrocarbon mole- 
cules. These same molecules are also to be extracted 
from coal and petroleum. In the skilled hands of a 
chemist, natural gas can be modified, or “cracked” 
to yield a host of synthetic chemicals. Some of 
these chemicals include carbon tetrachloride widely 
used in the dry cleaning industry and for removing 
grease from machinery without abrasion; blending 
agents for improving the quality of gasoline; sol- 
vents used in the manufacture of paint; butadiene, 
the basic chemical used in making synthetic rubber; 
butyl alcohol used in lacquers. Natural gas chemi- 
cals can be used in the manufacture of high explo- 
sives and fertilizers, sulfa drugs and ether. 

While it is to be admitted that the amount of 
natural gas used in making these various products 
is not large, research staffs believe that they have 
barely tapped the possibilities. Now that the war 
is over it will again be possible to utilize the serv- 
ices of chemists in the vital field of research which 
since the war has of necessity been on a modified 
scale, because of manpower shortages. 

Another highly important potential use of natu- 
ral gas is its conversion into fuel oil and gasoline: 
It is no secret that the oil industry is seriously 
concerned with the conservation of present reserves 
of crude oil and augmenting them by the develop- 
ment of new sources, and perfecting processes for 
the manufacture of synthetic gasoline and fuel oil. 
Utilizing the so-called Fischer process, which is 
believed to have supplied Germany with about 25 
per cent of its synthetic fuels during the war, natu- 
ral gas could be used to supply a large part of our 
gasoline and diesel oil requirements. Right now, 
leading research men in the oil industry are not 
agreed to what extent gasoline manufactured from 


A Natural Gas Well in Texas known as a "Christmas Tree” 
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natural gas would be competitive with the present 
crude oil product. The final answer to that will 
probably have to wait until Fischer plants have been 
erected and operated long enough to set up expe- 
rience conclusions. Also there are bound to be 
process improvements and other incentives favora- 
ble to the establishment of an economical competi- 
tive basis. The point is, however, that natural gas 
is a proven source of gasoline and may some day 
be a vital secondary supply. 

At the present time the principal use of natural 
gas as a raw material is in the production of carbon 
black. It is estimated that total production of car- 
bon black this year will approximate 850 million 
pounds, much of it going into the manufacture of 
synthetic rubber. To produce this much carbon 
black will require 520 billion cubic feet of natural 
gas. Last year total production of carbon black was 
760 million pounds and in 1941, the last year before 
vow entry into the war, 594 million pounds were 
made. 


Official Regulation of Industry 


During the war the use of natural gas by in- 
dustry as a source of heating fuel greatly expanded. 
It was extensively used in dehydrating foods, metal 
heating, forge work, aluminum fabrication and in 
the production of magnesium for aircraft. It was 
also employed in hardening armor plate, tempering 
instruments and firing ceramic kilns. Although 
some of these activities were stimulated by war- 
time necessity, much of the gain made by the indus- 
try in the fields of industrial application will be held. 
This is indicated by the efficiency in the use of 
complex radiant gas furnaces in various metal 
working industries. 

Being engaged in marketing a natural resource 
and with much of its product entering into inter- 
state commerce, the natural gas industry comes 
under the regulatory jurisdiction of the Federal 
Power Commission. As a public utility, rates are 
also subject to regulation by various state authori- 
ties. In recent years, the industry has been under 
some compulsion to lower rates and the FPC has 
sought to effect reductions in gas purchase rates 





and a corresponding lowering in the cost to the 
ultimate consumer. Recently, however, the FPC de- 
clared it had no desire to extend its jurisdiction 
over the natural gas industry beyond regulating 
the transmission of this natural resource in inter- 
state commerce. 

The natural gas industry as a whole is favored by 
relatively stable operating costs, since about 60 
per cent of the total is made up of gas purchase 
or production costs. The fact, however, that earn- 
ings in recent years have recorded sharp gains has 
made the industry rather vulnerable to higher Fed- 
eral taxes, but some relief in this direction seems 
certain in the fairly near future. 

In some quarters there is a feeling that under the 
restrictions imposed by more stringent regulation of 
rates, earnings of representative companies supply- 
ing natural gas will henceforth show an increas- 
ing tendency to conform more nearly with the gen- 
eral trend in the public utility industry as a whole. 
Stated otherwise, it is contended that the indus- 
try’s era of greatest growth in earnings is behind 
it and from this point on profits will tend to stabilize. 


Growth Prospects 


It cannot be denied that there is considerable val- 
idity behind this line of reasoning. On the other 
hand, the promise of growth in the use and appli- 
cations of natural gas as a source of heat for both 
domestic and industrial use, its growing importance 
as a source of vital chemicals, and as a potential 
source of gasoline and fuel oils, are considerations 
which cannot be matched by other divisions of the 
public utility industry. These are the sort of factors 
characteristic of any thriving industry and inevita- 
bly they must find concrete reflection in revenues 
and earnings. In the process, the status and value 
of the securities of leading companies identified 
with the natural gas industry seem bound to benefit. 

Following are the highlights of leading companies 
prominent in the natural gas industry: (see also 
accompanying tabulation). 

Michigan Consolidated Gas Co., a subsidiary of 
AMERICAN LIGHT & TRACTION has proposed 
to organize a new sub- (Please turn to page 52) 











*—Paid $0.65 in 1945. 
(b)—1937-9 Average. 





Companies Prominent in Natural Gas Industry 


In Dollars Per Common Share Price 
Book Cash 1936-9 1936-9 1944 Div. 1944-45 Recent Earnings | 
Value Items Avge. Net 1944Net Avge. Div. Div. Yield Price Range Price Ratio 
| American Light & Traction $42.57 $7.76 $1.60 $1.40 $1.26 $1.20 B29; 241/,-1b!/, 23 16.4 
| Arkansas Natural Gos “A” - 4.69'a) 1.06(a) —-.30(a) 29'a) Nil Nil me 6%- 3 5 17.2 
Columbia Gas & Electric.., . M2 4.73 48 59 21 .20 2.5 8l4,- 3% 8 13.5 
| El Paso Natural Gas.. 19.86 1.96 2.95 3.58 2.00(b) 2.40 6.0 40 -27% 40 It 
| Lone Star Gas 10.56 1.40 1.01 -90 .62 .70 8.7 15 -8 13 8.9 
| Oklahoma Natural Gas =» 46:78 1.79 1.91 3.35 .25 1.55 4.7 35-18%, 33 9.8 
| Pacific Gas & Electric... . 33.96 3.28 2.64 2.18 1.87 2.00 5.0 4234-30 40 18.3 
| Pacific Lighting... _ 26.64 6.38 3.94 3.31 3.05 3.00 5.5 54-39%, 54 163 
| Peoples Gas Light & Coke... 86.19 32.70 3.49 4.67 1.37 4.00 4.5 88!/.-55 88 18.8 
iii. |. ee 3.71 Te) 87 Nil Nil * 14Yy- 8% 13 149 








(a)—Based on combined number of “A” and common. 
(c)—Adjusted for present capitalization; 1937-9 average. 
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- evaluating the post-liberation accomplishments 
on the Continent of Europe, it should always be 
kept in mind that in the Netherlands the devasta- 
tion had been greater than in other Western Euro- 
pean countries, and that in revamping and in co- 
ordinating the Dutch economy to that of the Reich, 
the Germans have probably done a more thorough 
job than elsewhere on the Continent, Austria and 
the Protectorate excepted. The Dutch authorities, 
therefore, faced the tasks of reconstruction of 
devastated areas, reconversion and restoration of 
the country’s economic activities to their prewar 
status. Since about one-third of the Netherlands’ 
national income before the war was derived from 
international trade and transit services, the res- 
toration of some order in the bad monetary situa- 
tion is particularly important if the guilder is to be 
re-established as international currency. During the 


| War, note circulation increased from FI. 1.2 billion 
' to more than FI. 5.5 billion; a similar expansion took 


place in Dutch bank and savings deposits. 
Withdrawal of Notes 
The first move to reduce circulation and thereby 


bring about a better balance between the purchas- 
ing power and the goods available within the coun- 


' try was made in July, when 100-guilder notes were 


withdrawn from circulation. As a result, the notes 
outstanding dropped below Fl. 3 billion, but de- 
posits continued to expand. A far more drastic pur- 
gative measure was announced by the Minister of 
Finance, Pieter Lieftinck, for September 26, when 
all old paper notes were to be withdrawn from cir- 
culation and all bank balances blocked. The move 
was designed, as in France, for taking stock of all 
the changes in individual and corporate wealth that 
had taken place during the war, for tax and forced 
loan (capital levy) purposes. It will be followed by 
the registration of securities and foreign exchange, 
and by a thorough investigation of individual life 
insurance, mortgage and real estate holdings. Dur- 
ing the week ending October 3, each Dutchman had 
to get on with only 10 guilders in new notes and 
his ration book to meet the emergency; retail deal- 
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. Deflation in China 
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ers are said to have agreed to extend credit to 
their regular customers. 

After protracted negotiations, the Dutch also an- 
nounced last month the conclusion of a monetary 
and trade agreement with Great Britain, much along 
the line of other Western European trade pacts 
with the sterling area. Trade between the Nether- 
lands and Great Britain can now move freely until 
the central bank of either of the two countries 
builds up a credit balance of £5 million. Any balance 
in excess must be paid in gold. The trade agreement 
does not affect some £40 million of Dutch sterling 
balances blocked in London (exclusive of sterling 
balances of the Royal Dutch Line and Philips Lamp 
Company), some £5 million of blocked sterling ac- 
cumulated by the Dutch East Indies and £20 mil- 
lion or so belonging to the Dutch West Indies. 

The British have now concluded monetary and 
trade agreements with every Western European 
country except Portugal, Spain and Norway. The 
negotiations with Norway are said to have been 
broken off recently because the Norwegians de- 
manded conversion into dollars of a part of their 
sterling balances in London, estimated at about £ 70 
million. In view of the stoppage of lend-lease and the 
ensuing shortage of dollars, the British had no way 
of complying with this request. 


Dwindling French Exchange Resources 


The Bank of France is reported to have trans- 
ferred last week $500 million of gold—the equiva- 
lent of about 13 per cent of its entire reserve—to 
an Exchange Stabilization Fund, apparently to be 
used for paying for raw materials and foodstuffs. 
The latter are particularly badly needed in view of 
this year’s poor crop; the wheat harvest was only 
about half as large as last year and the sugar beet 
output about one-third of normal. 

The question is, how long will the existing French 
gold and foreign exchange resources last, in view 
of heavy import requirements when practically no 
new exchange resources are being created. French 
merchandise exports have been but a fraction of the 
pre-war figure, and tourist traffic which always 
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helped to bring about a closer balance in the coun- 
try’s international payments, is off for many months 
to come. In general, there is still relatively little to 
export except wine and perfumes, but the exports of 
even these products are negligible. It is said that 
the $400 million credit opened last spring by Great 
Britain to facilitate the trade with France has been 
practically unused. Similarly only a few French 
products have reached this country, although li- 
censes permitting exports of about $300 million 
worth of goods have been issued by the French 
Government. 

Apart from the shortage of goods, the failure of 
French export trade to revive lies in the fact that 
France is too expensive a country to buy from. An 
elaborate scheme of export subsidies, to be collected 
by taxing imports, is being proposed by the French 
Government, but a simpler’ and more direct way 
would be the adjustment of the franc to approxi- 
mately its purchasing-power parity. The necessity 
of such a move is now being discussed with in- 
creasing frankness by the French economic and 
financial press which reappeared in recent months. 
Suggestions as to the optimum rate have varied 
greatly: from 80 francs to the dollar, a rate sup- 
posedly based on the relationship of production 
costs and wage rates in France, Great Britain and 
the United States, to 150 francs to the dollar, a rate 
calculated to reflect the relation of the available 
purchasing power in France to the present volume 
of production in the country. 

Meanwhile, according to the Minister of Finance, 
M. Rene Pleven, industrial production is slowly pick- 
ing up. Steel output rose from about 11 per cent 
of normal in January to 21 per cent of normal in 
August; textile production increased from 10 per 
cent to 36 per cent of normal in the same period, 
and coal output, the key to French recovery, reached 
almost 80 per cent of normal in September. 


Silver and the War’s End 


The reaction of the silver price in New York and 
Bombay markets to the end of the war has been 
quite different, illustrating once more the fact that 
there is no world silver market, but rather indi- 
vidual silver markets, insulated from each other by 
currency restrictions, transportation difficulties, and 

Air-view of Paris 


International 





government regulations. Morever, as in various gold 
markets, the relation of the supply of silver to the 
demand varies greatly from one silver market to 
another. For example, the Bombay price of silver 
has exceeded $1 per ounce almost continuously since 
the Spring of 1943; yet the potentially great Indian 
demand for the white metal has had practically no 
influence on the New York market, because of the 
regulations on the use of dollars imposed by the 
Indian government and because of the shipping 
situation. 

In the United States, the removal by the W.P.B. 
of all restrictions on the use of silver shortly after 
the war’s end, has lead to a scramble for foreign 
silver, the price of which has been held at 45 cents 
per ounce. The reason for this scramble has been 
the huge pent-up demand for the metal on the part 
of luxury trades which were limited during the 
war to half the quantity of silver used in 1941 and 
1942 and had to buy their silver from domestic pro- 
ducers at 71 cents per ounce. In view of this huge 
demand, the Canadian and Latin American silver 
producers raised their offering prices and as a re- 
sult, the O.P.A. was forced, in order to provide ac- 
cess to the outside supplies of the metal, to raise 
the price ceiling on foreign silver from 45 cents to 
71 cents, or up to the Treasury’s buying price for 
newly mined domestic metal. 


Shortage in Sight 


Despite the higher price, there will probably be 
not enough foreign silver during the next few 
months to satisfy all requirements in this country. 
Our last year’s consumption was estimated at about 
125 million ounces, equivalent to about 85 per cent 
of world output in 1944. It is expected, however, 
that new production will be stimulated, particu- 
larly in Mexico, which normally accounts for about 
80 million ounces of new production. Mexican pro- 
ducers are expected to realize between 50 and 55 
cents per ounce, compared with 35 cents received in 
the last few years. Mexico will probably send us also 
some demonetized silver (for which our Treasury 
was a sink from 1934 to 1941) from silver pesos 
now being withdrawn from circulation because the 
O.P.A. move raised their bullion value from 19 to 
27 cents. 

The Mexican Government is offering a premium of 
20 per cent to all holders of silver pesos, 
of which there are about 400 million in 
circulation and about 100 million held by 
the Bank of Mexico. Successful demone- 
tization would yield about 190 million 
ounces worth about $135 million at the 
present price, a real find for the Mexican 
Treasury. Cuba and Spain are two other 
countries with important silver money 
stocks which could be demonetized and 
sold to the American consumer at a profit 
probably difficult to realize in a few years 
from now. 

While in New York silver went up, in 
Bombay the quotation declined from 
about $1.15 cents per ounce at the end of 
July to 95 cents per ounce at the end of 
August. Since them, some of the loss has 
been recovered. For the Indian speculator 
and investor, the (Please turn to page 38) 
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Opportunities for Income and Appreciation 
In Bonds and Preferred Stocks 


BY JACKSON D. NORWOOD 


MARKET TRENDS: The Magazine of Wall Street’s 
index of bond prices showed the following changes 
during the period indicated: 

Sept.15 Sept. 29 


Forty corporate bonds.. 120.8 121.1 + 3 
Ten high grade rails.... 115.5 115.6 * 2 
Ten second grade rails.. 268.7 273.2 +45 
Ten high grade utilities. 98.8 99.4 +2 
Ten high grade 

eg 105.6 105.2 — A 
Ten foreign government 

NE 65.05 5d Hees 132.8 131.6 —1.2 


Quiet strength continues to feature practically all 
sections of the bond market. New offerings of both 
bonds and preferred stocks continue heavy as un- 
derwriters seek to clear 


Pittsburgh Steel is one of the smaller steel com- 
panies, having an annual steel ingot capacity of 
slightly more than one million tons. All series of 
bonds are secured equaliy by a first mortgage on 
practically all of the company’s fixed assets. The 
net property account was valued in the company’s 
1944 balance sheet at nearly $27,000,000. Over the 
past five years fixed charges have been given an 
average annual coverage of better than 11 times. 
After December 1, the call price will drop from 105 
to 104, and the price at which bonds may be called 
for sinking fund will drop from 10214 to 102. 


NOTES: The proposed financing of Wilson & Co., has 
been temporarily postponed ... A. P. W. Products 
Co., is proposing to ex- 





their shelves prior to 
the forthcoming Victory 
Loan. Until December 8, 
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tend maturity date of 
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when the Victory Loan 
drive will terminate 
there will be a virtual 
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300 holders of Kansas City 
Southern have assented 
to the company’s plan to 





“blackout” of new cor- 
porate offerings. All in- 
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Crown Zellerbach Corp., 
will consist of 353,103 
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position of the carriers 
was never stronger, with 
most roads in an excel- 
lent cash position. Giv- 
ing effect to recent refunding operations and pro- 
posed reorganizations, fixed charges will be cut to 
about $450,000,000 compared with $614,000,000 for 
Class I roads in 1938. In that year fixed charges 
were covered 0.82 times, whereas on the present 
basis they would have been covered 1.11 times. 
Earnings in 1938 were at an extreme low point. 


PITTSBURGH STEEL CO. ist 414’s 1950: This sound 
medium grade issue is selling around 10514 to yield 
4.27 per cent currently and 3.24 per cent to ma- 
turity. This is a better return than offered by most 
issues of comparable quality. Together with the 
series B and C bonds, the issue is outstanding in 
the amount of about $8,300,000. The comparatively 
small number of bonds in the market may account 
for the better-than-average yield. However, the 
bonds are usually available in sufficient quantities to 
warrant their consideration by individual investors. 


1944 
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aa share $4 second pre- 


ferred ... American Lo- 
comotive is seeking 
stockholders approval of 
the sale of 400,000 shares of common stock, apply- 
ing the proceeds to a reduction in the 7% preferred 
stock from $32,460,100 to $20,000,000, effecting a 
reduction of $872,207 in annual dividend require- 
ments. 

STANDARD GAS & ELECTRIC: The company’s plan 
of reorganization has been upheld by the Circuit 
Court of Appeals. SEC has also approved. Under 
the terms of this plan, holders of the company’s 
notes and debentures will receive $305 in cash, 3 
shares Pacific Gas & Elec. common, 5 shares Cali- 
fornia Oregon Power common, 2 shares Mountain 
States Power common, and 18 shares of Wisconsin 
Public Service common. The total value of this offer- 
ing is currently estimated at about $1,150. Current 
quotations for the various notes and debentures 
range from 107 to 10914. Possibilities for price ap- 
preciation on the strength of the ultimate adoption 
of the plan are indicated. 


* SCALE AT RIGHT 
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F Sapte cae ap barely two months have elapsed 
since the end of the war, Food Machinery Corp. 
is well along the road of reconversion. 

This is a feat of no mean proportion when con- 
sideration is given to the extent to which the 
company was engaged in war work. At the same 
time the eagerness of the management to restore 
the company to a peace-time basis with the greatest 
possible expediency is readily understandable. The 
company has a very promising post-war outlook, 
and that fact doubtless provided plenty of incentive. 

Late in August, and less than two weeks after 
the Japanese surrender, Food Machinery notified 
its stockholders that all war work had been prac- 
tically completed. The management anticipated that 
plants would be cleared rapidly of war material and 
converted to regular production. During the war, 
seven of the company’s fourteen plants were en- 
gaged in Government orders. 


Impressive Background 


The reported terminations of war contracts to- 
talled $95,000,000. This figure affords a fair measure 
of Food Machinery’s war activities. In 1940, the 
company’s total sales were less than 10 per cent 
of that figure. In the 1944 fiscal year, total sales 
were nearly $177,000,000. At first glance, the pros- 
pect of a precipitate drop in post-war sales, indi- 
cated by a comparison of these figures, would seem 
to cast no little doubt on the company’s more im- 
mediate prospects. There are present, however, a 
number of mitigating factors that should do much 
toward cushioning the loss of war business. 

Food Machinery is a “growth” company. This 
classification is amply supported by the company’s 
pre-war record. Post-war prospects, moreover, sug- 
gest strongly further important expansion both in 
the scope of activities and volume of sales accom- 
panied by correspondingly good earnings. 

Food Machinery Corp. dates its history from 


30 





sccuno MACHINERY CORP. 


1928. In that year the company was incorporated 
as the John Bean Mfg. Co. and acquired the Bean 
Spray Pump Co., established in 1884. From that 
modest beginning, progress has been rapid and today 
the concern stands as the country’s leading manu- 
facturer of machinery and equipment highly es- 
sential in the growing and packing of fruit and 
vegetables. The company’s list of products is a 
lengthy one and includes spray pumps, fruit and 
vegetable washers, machinery for canning fruit, 
vegetables, fish, and milk, meat canning machinery, 
sterilizing equipment, citrus and deciduous fruit 
packing house equipment, dried fruit packing equip- 
ment, turbine pumps, insecticides and fire fighting 
equipment. The company also licenses packers to 
use its special patented process for coloring and pre- 
serving fruit, particularly oranges. 


Patented Processes 


The next time you find your breakfast orange 
stamped with the words “Color Added,” you will 
know that the packer used the Food Machinery 
process. It is a U. S. Certified coloring solution used 
to enhance the appearance of the fruit and in- 
crease its market appeal. The process is accepted as 
a virtual necessity in Florida and Texas, because 
frequently fruit is allowed to remain on the trees 
several months after maturity, causing a re-green- 
ing of the outer peel. Utilizing the “Color Added” 
process, the green is bleached out and the fruit 
given an appealing golden color. Packers are li- 
censed to use the process, Food Machinery furnish- 
ing the necessary material and expert supervision. 

“Flavorseal”’ is another Food Machinery process 
widely used by fruit and vegetable packers. This is 
a simple but effective method whereby fruits and 
vegetables are made to look better and last longer. 
The process involves the use of a specially designed 
applicator in which the fruit enters, having first 
been thoroughly washed and dried. The applicator 
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turns the fruit over so that the entire surface is 
exposed to a spray of the patented solution. By the 
use of this process it has been found that fruits 
and vegetables retain as much as 50 per cent more 
of their moisture and 75 per cent more of their 
original flavor than untreated products. 

The company’s line of packing house equipment 
is a complete one and includes washers, dryers, 
graders, conveyors, box nailing machines, and citrus 
and vegetable processing equipment. The Anderson- 
Bargrover and Sprague-Sells divisions are credited 
with turning out the bulk of the machinery used 
in this country for canning and processing such 
foods as evaporated milk, deciduous fruits, vegeta- 
bles and meats. This is a field of no inconsiderable 
size. 

Two other divisions, John Bean Mfg. Co., and 
Bean-Cutler manufacture a complete line of spray- 
ing equipment used principally in the protection of 
crops and fruit trees from the ravages of insects 
and plant diseases. “Bean” sprayers are used in 
every important fruit and vegetable producing area 
‘throughout the world. Another division, Peerless 
Pump, produces a line of special purpose and gen- 
eral use pumps. Many of these pumps are used for 
irrigation and giant turbine pumps manufactured 
by the company are installed at the Panama Canal 

for removal of tremendous volumes of water from 
oe flooded areas. 
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War Output Large 


Because of the prime importance of food as a 
sinew of war, Food Machinery, in its own right, 
would have made an important contribution by 


is a : : papel e" 
merely supplying the greatly increased need for its 
orn machinery and equipment. In the production of 


direct war materiel, however, the company was also 
active. For the Navy, large amphibian tractor tanks 
were manufactured at the Lakeland, Fla., plant: 
decontaminating apparatus, known as the M3A-l, 
was turned out for the Chemical Warfare Service; 
and bomb hoists for the Naval Air Force. The com- 
pany’s pumps were widely used on Navy tankers 
and for providing water for 
Army camps, airports and de- 
fense industries. A large num- 
ber of the company’s high 
pressure five fighting units 
were sold to armed forces. 
With every effort being 
brought to bear to increase 
the production of foodstuffs, 
Food Machinery was able to 
obtain high priorities on the 
Necessary material to 
manufacture its regular 
line of agricultural labor 
. i aving equipment. As a 
wee ph. (omSequence, normal out- 
mish-but rose in value from 
vreesgftder $9,000,000 in 1940 
This ist? OVer $20,000,000 in 
s and the 1944 fiscal year. At 
onger the same time direct war 
i ed production increased 
iced from a few hundred 
tentos housand dollars in 1941 
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Comparative Balance Sheet Data 
| FOOD MACHINERY 
| ($ millions) 
Sept. 30, Sept. 30, 
| 1941 1944 Change | 
| ASSETS 
See 2.425 13.185 + 10.760 | 
| Marketable securities 0. Et 
| Receievables, net 0004.7 8.365 +3.654 
| Inventories, net... , 5.364 38.115 +32.751 
Other current assets... ba | 
TOTAL CURRENT ASSETS... 12.500 59.665 +47.165 | 
Plant and equipment... 6.594 11.036 +4.442 | 
Less depreciation 0. 3.831 6.430 +2.599 
Net property — 2.763 4.606 + 1.843 
a 537 3.239 +2.702 
TOTAL ASSETS 15.800 67.510 +51.710 
LIABILITIES 
| Notes payable a 10.000 + 10.000 
| Accts. payable and accruals 1.531 18.028 +16.497 
Reserve for taxes & renegotiation 1.336 14.058 +12.722 
Other current liabilities 2 =| 
TOTAL CURRENT LIABILITIES. 2.867 42.086 +39.219| 
Deferred liabilities .068 —.068 | 
Minority interest . 245 +.245 | 
| Long term debt 3.700 +3.700 | 
ROGGIVGG a. .362 5.165 +4.803 | 
Capital ... een 7.730 4.280 —3.450 
RUMMINAG ksh oe 4.773 12.034 +7.261 
| TOTAL LIABILITIES 15.800 67.510 +51.710 
WORKING CAPITAL ...... 9.633 17.579 +7.946 
| Current Ratio ow... us 4.4 1.4 —3.0 | 









to $156,000,000 in 1944. 

With any company with a valid claim to growth 
and enterprise, research is its very heart. In Food 
Machinery, research and experimentation has been 
one of the most active divisions. This is substan- 
tially borne out by the fact that when last reported, 
the company had a total of 774 owned or controlled 
patents and more than 100 pending applications. Re- 
cently it was officially announced that included 
among. the company’s post-war plans is a greatly 
enlarged research program, particularly on the Pa- 
cific Coast. On the basis of past progress, it seems 






A typical modern plant 
of Food Machinery Corp. 












































a fairly safe assumption that 
research will continue to con- 
tribute a full share to future 
growth through the develop- 


ment of new products and im- Sales ($ mill.) 


Pertinent Statistical Data 





provements to the standard line. 

Since its inception in 1928, 
Food Machinery has drawn into |j Operating margin 
Net profit margin 


Devreciation ($ mill.) .... 
Balance for common ($ mill.). 








its fold some 17 companies, 
greatly increasing the scope of 
operations and giving it a na- 


tional background. The most market pricet 


% earned on invested capital*_... 
Earned on common, per share............ 
Earned on common, % of 





Dividend rate 








recent of these acquisitions, an- 





nounced September 1, was the Dividend yieldt 


Mechanical Foundries Inc., lo- 
cated at Vernon, Calif. This 
company specializes in the pro- 


Book value per share 


Current ratio 


Current asset value, per share**......... 


Net current asset value per share* 
Cash asset value per share................ 






1939 1940 1941 1942 1943 1944 
6.361 8.739 11.526 23.149 50.559 «176.8% 
CRE 220 224 208 3.314 472 29 
988 1.580 1.823 1.737 2.144 3.684 
sh RA EY 16.8% 19.8% 23.8% 27.3% 25.3% 11.9% 
183% 19.1% 166% 75% 42% 21% 
13.8% 188% 25.5% 42.7% 76.8% 106.7%, 
$2.32 $3.70 $4.27 $4.07 $5.02 $8.61 
3.6% 57% 6.6% 6.3% 7.8% 13.4% 
$1.75 $1.75 = $1.75 $1.75 
: 2%: 3h 24. we 
. $24.64 $34.53 $65.61 $130.76 
; 24.61 26.79 31.14 38.11 
. 17.91 2059 21.25 32.33 
6.81 8.55 5.69 ‘17.60 19.94 30.80 
8.4 74 44 3.1 1.7 1.4 





duction of gray iron, brass and 
bronze castings, of which 5,000,- 
000 pounds were turned out in 
1944. From the nature of its 











*—Before proision for income taxes. 
t—Based on current market price. 


**_After allowing for senior securities. 













business, this new addition 
would seem likely to fit smoothly 
and naturally into the Food Machinery organization. 

Production facilities are spread through 14 plants 
and four foundries not including the one mentioned 
above. These plants are unusually well located with 
respect to the company’s principal customers. The 
plants in California, for example, are conveniently 
near the prolific fruit and vegetable growing sec- 
tions of Southern California. Two plants making 
citrus fruit canning and packing machinery are also 
9g virtually in the heart of the Florida citrus 

elt. 


Growing Importance of Lease Income 


So far export business has been of relatively 
little importance. A division manufacturing insec- 
ticides is located in Canada, and late in 1941 an- 
nouncement was made of the formation of a sub- 
sidiary company for the handling of the assembly 
and sale of Food Machinery products in Brazil. At 
the same time it was hinted that a substantial vol- 
ume of business might eventually be available to 
the company in South America. The intervention of 
the war probably made it necessary to defer any 
plans which the management may have made for the 
exploitation of these markets. These plans, however, 
may now be reactivated as part of the over-all post 
war program. 

Another phase of Food Machinery’s activities 
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which promises to become of increasing importand 





with the passage of time is what the manageme 
refers to as Leased Machinery and Process. Certai 
types of machinery made by the company, as we 
as some of the processes which it controls, a 
leased to customers on a royalty basis. It is on thi 
basis, for example, that practically all of the lar 
producers of evaporated milk use the company’ 
milk sterilizers. About 70 per cent of all of th 
evaporated milk produced in the United States, i 
cluding’ such brands as Pet, Nestle’s, White Hous 
Libby’s and Armour, is sterilized in Food Machine 
equipment. 

Income from these leases has been expandin 
steadily, year in and year out, and in 1944 record 
a gain of 13 per cent to reach a new high 
$3,054,942. No breakdown of 1945 income is avai 
able at this time but the probabilities are that a 
other gain has been made and that last year 
record was of brief duration. Also the manageme 
has intimated that the combined efforts of the e 
gineering and research staffs have resulted in d 
veloping new products which are being counted @ 
to swell royalty revenues in postwar years. 


i 


Current Results 


Particularly significant in connection with rovall 
income is the fact that it imparts an element ¢ 
stability to earnings. It is noteworthy that the toti 
income derived by Food Machinery last year fro 
leased machinery and royalties was 25 per cent 
sales income in 1941, the last pre-war year. A fu 
ther increase in this percentage is a favorable fi 
ture potential. 

The company’s 1945 fiscal year ended Septembé 
30, last, and the annual report will probably not | 
made public for several months. Information pe 
tinent to 1945 operations is limited to quarter 
statements of sales and earnings. From these, _ 
ever, it is possible to draw a number of va 
conclusions. 

The company reported sales for the nine month 
period to June 30 of more than $179,000,000, 
practically on a par with (Please turn to page 3 
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N requesting Congressional action to dismember 

the Aluminum Company of America, Attorney 
General Tom C. Clark has paved the way for one 
Hous of the most interesting debates in the nation’s eco- 
chinet¥ nomic history. Off and on for more than thirty 
years past, the Government has made sporadic at- 
pandin§ tempts to attack the legality of this giant enter- 
ecordej prise, and for eight years now a suit based on the 
high @ Sherman Anti-trust Act has been dragging through 
iS aval— the courts, latest findings by a special panel of Fed- 
hat a eral Judges acting for the Supreme Court merely 
,; year leaving the matter still up in the air. Broad Gov- 
igemelf ernmental plans to stimulate competition during 
the el reconversion, however, can brook no further legal 
i indecision or delay, so Congress itself has been asked 
to settle the controversy, as many war-bred factors 
now greatly complicate the picture. 

More than half a century ago, a small enterprise 
with only $20,000 capital was incorporated to pro- 
| duce aluminum from bauxite ore by an electrolytic 
royal process patented by Charles Martin Hall. Through 
ment the intervening years this business has grown into 
the tot@a mighty industrial giant controlled by Alcoa and 
ar frofits numerous subsidiaries, completely integrated in 
cent Fits operations. With assets of $475 million, the com- 
. A ful pany owns vast deposits of high grade bauxite ore 
able fin Arkansas, Alabama, Georgia and Dutch Guiana, 
along with a fleet of modern ships, several railroads, 
ptemb4 hydro-electric plants, facilities to produce concen- 
y not trates, pigs and alloys, and with a string of fabrica- 
1on Pétion units to round out these vast facilities. 
uarterf{ Although many patents had expired, technologi- 
se, ho¥cal “know how” gained through 50 years of expe- 
of vallyience and progressive operating efficiency long pro- 
vided Alcoa with a field clear of competition in the 
month production of the basic metal, and as late as 1939 
),000, #the company was the sole domestic producer of vir- 
page Moin aluminum, with an output of 163,000 tons per 
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ALUMINUM COMPANY OF AMERICA 


(Air-views of two 
Aluminum Co. of 
America plants.) 


Atomized ? 


BY H. S. COFFIN 


annum. Original heavy investments in Aluminum 
Ltd., a large Canadian producer, were completely di- 
vested as long ago as 1928, by distribution of all 
stock to Alcoa shareholders. 

With the outbreak of war, military demand for 
aluminum soared to astronomical proportions, as 
80% of the materials used in airplane construction 
consist of this metal, not to mention huge require- 
ments for its use in fioating bridges, landing mats, 
gasoline drums and a long list of newly developed 
items. To meet the demand to the best of its ability, 
Alcoa spent $300 million of its own funds to expand 
capacity to 415,000 tons and assisted the Govern- 
ment in the planning and construction of Federally 
owned ingot plants, the majority of which the com- 
pany operated under lease. Total capacity of Gov- 
ernment plants reached 570,000 tons, outstripping 
that of Alcoa by a considerable margin. Addition- 
ally, Reynolds Metals Co. entered the field as a 
major competitor, with Government aid creating an 
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U. S. Peacetime Consumption of Primary 
Aluminum by Industries 


(Percent of Total Consumption—1939) | 
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ingot capacity of 80,000 tons. 
Actual output from these com- 
bined sources reached a peak of 
919,850 tons in 1943, or nearly 





Worldwide Growth Trend of Aluminum 


(Thousands of Metric Tons) 





ti th d Ger- Great Switzer- | 
seven tumes € prewar record, U.S. Canada many Britain France Norway Italy land Russia Other Total 
but high production costs and |/j943 934 . + . * . * + * * £2,000 
declining demand resulted in the 1942 473-305 * * * * * * * * £2,000 
dismantling of several Govern- 1941 280 193 305 35 60 35 50 29 60 102 —‘1,144) 
as a headache for the Surplus 1939-148 75-200 25 50 31 34 28 73 30 -6%4 

; ot 1938 = -130 66 =: 166 23 45 30 26 27 48 20 ~=—«58! 
Property Board are nine facili- }/1937_ 133 «943 «1280S 19s 35 28 25 Bid 
ties for the production of the 1936 = -:102 27 97 16 28 15 16 14 38 14-367! 
primary metal, 43 other kinds of 1935 54 21 7 15 22 15 14 12 25 9 258 | 
aluminum plants, and equipment 1934 34 16 37 13 15 15 13 8 14 5 170 
ine colonial af ; 1933 39 16 19 i 14 15 12 8 4 4 142 
in 37 privately owned factories, || 1932 48 18 19 10 14 18 13 9 3153 
representing an original cost of 1931 81 31 27 14 18 21 HW 12 im 4 219 
$700 million. 1930 =: 104 35 31 14 25 27 8 21 3268! 
position, pricing policies of Al- aye we 


coa have consistently favored 


E—Estimated. | 


Source: American Bureau of Metal Statistics; Mineral Industry. 
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reductions to stimulate more 
widespread adoption of its light 
metal, likewise encouraging the broadest competi- 
tion in the fabricating field. Originally priced at $5 
per pound in the old days, aluminum ingots were 
offered at 24.30 cents a pound by 1930, 20 cents in 
1938, dropping to an all-time low of 15 cents during 
the war, where the price now stands. At this figure, 
postwar sales potentials are immensely strengthened 
as war experience and research have developed a 
multitude of new uses for this material and its 
alloys. An expectant public is promised everything 
from aluminum passenger and freight cars to 
featherweight lawnmowers, while optimists in the 
Government claim that the automobile industry 
alone soon may consume more of the metal than 
even the war-swollen capacity could provide. More 
conservative, professional estimates, however, while 
anticipating a postwar demand to reach a level of 
five times prewar, figure that not more than half 
of current ingot capacity would suffice to meet the 
most hopeful increase in sight for a long time. 


Past Moves 


The outstanding contributions of Alcoa to our 
economy in peace and war have importantly tem- 
pered all juridical opinions thus far rendered. Some 
three years ago, the Federal District Court found 
the company wholly innocent of illegal restraints 
or monopoly and dismissed the Government com- 


Casting aluminum alloy pistons. 








plaint accordingly. As a result of this decision, the 
case was appealed to the Supreme Court, which 
appointed a special panel of three Federal Judges 
with full authority to act in their stead. In March, 
1945, Judge Hand, with unanimous approval of his 
two confreres, reversed the decision of the lower 
court on the ground that during the period covered 
by the Government’s complaint, Alcoa in fact did 
occupy a monopolistic position, but in dumping the 
case back in the lap of the lower court, the judge 
pointed out that under current conditions total 
American production of aluminum appears to be 
divided between only 823 million pounds for Alcoa 
in its own plants, 1,293 million pounds in Govern- 
ment leased plants, and 202 million pounds for 
Reynolds and others. 

Pending final disposition of the Federal plants, 
the court stated that neither the Government nor 
Aleoa had any basis for discussing dissolution of 
the company, adding .. . “it would be particularly 
fatuous to prepare a plan now, even if we could be 
sure that eventually some form of dissolution would 
be proper. Dissolution is not a penalty but a remedy; 
if the industry will not need it for protection, it will 
be a disservice to break up an organization which 
had for so long demonstrated its efficiency.” 

Government reaction to this pronouncement took 
the form of dual appeals by the Attorney General 
and the Surplus Property Board for legislation to 
be based upon not only anti-trust law but upon 
broad policies to break up big business in favor of 
smaller competitors as well, and tied in motives 
of expediency to unburden the Government of im- 
mense investments in surplus property. The Justice 
Department definitely recommends the split-up of 
Alcoa into a number of competing concerns as “the 
only solution” of the charged monopoly, on the 
ground that no independent enterprise, no matter 
how efficient or resourceful, could equal all advan- 
tages enjoyed by this great company, more specifi- 
cally listed as bauxite supplies, hydro-electric 
power, location of plants, market and_ financial 
strength, and connections with foreign producers. 
The claim is made that even Reynolds Metals Co., 
now substantially established as a competitor, is 
entirely at the mercy of Alcoa, and that the same 
situation would obtain with any new producer. 
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In case dissolution does not meet Congressional 
approval, the Justice Department suggests deliber- 
ate disposal of surplus property calculated to create 
competition, a survey of all available bauxite re- 
serves in the United States, and, after a determina- 
tion of power costs, a study leading to possible re- 
location of DPC aluminum plants. Above all, it is 
recommended that Government aid in the form of 
subsidies or low power rates be extended to inde- 
pendent operators to enable them to compete effec- 
tively with Alcoa, for no method of Government- 
owned plant disposal, the Attorney General insists, 
can create competition for the following reasons: 
(1) Alcoa owns practically all available, highgrade 
domestic bauxite, and with its private ships can 
import its foreign bauxite at a lower cost than 
anyone else. (2) Alcoa has coralled all the best 
power for its own use. No one can, even from Gov- 
ernment projects, get as cheap power for ingot pro- 
duction. (3) The size and location of Alcoa plants 
will permit more economical operation in postwar 
than any combination of DPC or independent plants. 


Specific Recommendations 


tight on the heels of the Attorney General comes 
a similar appeal from the Surplus Property Board 
for prompt Congressional action to foster competi- 
tion, recommending disposal of the Government- 
owned aluminum plants with priority suggested as 
follows: (1) Sale to competitors of Alcoa. (2) Sale 
to Alcoa with the approval of the Attorney General, 
but only on terms which would establish no com- 
petitive advantage. (3) Stand-by service for na- 
tional security as recommended by the War and 
Navy Departments. (4) Sale to private enterprises 
for use in other industries. (5) Export to members 
of the United Nations. 

Domination of the industry, according to the Sur- 
plus Property Board, is lodged with Alcoa largely 
as the result of low-cost Canadian sources of ore 
and Government subsidized low-cost power for the 
company. Competition with Alcoa would require in- 
dependent supply sources for bauxite, the Board 
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Forged aluminum propellers being heat-treated 
at a plant of the Aluminum Co. of America. 


asserts, adding that one way to make this possible 
would be to operate the Government-owned Hurri- 
cane Creek alurnina plant at Jones Mills, Arkansas, 
on a basis to furnish competitors with ingots at or 
near cost of production. Reference to Canadian sup- 
ply sources apparently infers that Alcoa in effect 
still controls properties in that country eighteen 
years after it had parted company with them. As 
for the Hurricane Creek plant, now operated by 
Alcoa for the Government, the company recently 
offered to buy or lease it, permitting the Govern- 
ment to control the price of bauxite mined in the 
State, but as Federal consent was conditioned upon 
a 60 day cancellation clause in the lease, Alcoa will 
cease to operate the property within a few weeks 
along with all the other Government plants in the 
country presently under its management. 


Alcoa’s Reply 


By no means has Alcoa accepted the current at- 
tack upon its entity lying down. In reply to the 
Attorney General’s proposals to Congress, the com- 
pany holds that any use of taxpayers’ money, dis- 
criminatory power rates or any other form of im- 
partial Federal aid would be fundamentally inex- 
cusable. Now that the RFC has agreed to cancel the 
leases on all aluminum plants formerly operated by 
Alcoa, it has the privilege to lease them to anyone 
it may select, and the facilities are the most modern 
in the world, the company points out. All in all, they 
account for 57% of the capacity of the industry, 
compared with 36% for Alcoa and 7% for Reynolds 
Metals, and if efficiently managed, there is no reason 
why they should not be successfully operated. 

Alcoa denies that there is any shortage of bauxite 
and that this fact was determined by the courts 
after an exhaustive investigation. Indeed, it claims, 
Reynolds Metals recently told the Mead Committee 
that it now controlled enough bauxite to last it 
for a century to come. Furthermore, any major shift 
of industry to the use of aluminum would be dras- 
tically curbed if the aluminum industry were oper- 
ated upon anything as transient or unsound as a 
Government subsidy, in Alcoa’s opinion. In view of 
Alcoa’s long service to the nation’s economy, of its 
exoneration by court pronouncement from the 
charge that profits have (Please turn to page 52) 
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FOR PROFIT AND INCOME 


Getting Up There 

At no time before in this bull 
market has it been as easy to 
make money in well-known stocks 
as during the past two months. 
You have to go back a number of 
years to find an upswing in the 
Dow industrial average, over an 
equally short time, as large as 
this. Now the excitement is 
spreading and the move is grow- 
ing more speculative. Much good 
news, including the now certain 
cut of the excess profits tax, 
has been “used up”; and unpleas- 
ant news (mainly on the labor 
front) is largely ignored. Volume 
indications begin to have some 
suggestion of an approaching 
“blow-off.” Whether an important 
intermediate top is near, however, 
or still quite a few points up is 
impossible to predict. But money 
doesn’t grow on trees—and when 
it begins to seem very easy to 
pick it up in the market, this de- 
partment gets uneasy. The mar- 
ket is seldom such a “cinch” as it 
has seemed these past few weeks. 
That makes us wonder, and cross 
our fingers. 


Seeing Is Believing 

If any economist had predicted 
(none did) that in September, first 
full month after the end of the 
war, retail trade would rise 
strongly, nobody would have be- 
lieved him. Yet such is the fact. 
The employed majority—a very 
big majority it is—is spending 
more freely, now that some tax 
relief is assured and the patriotic 
emphasis on saving is relaxed. We 
said here two weeks ago that re- 
tail stocks looked as if they might 
be on the verge of taking off 
again to new highs. Most of them 
have now done it. The combina- 


36 


tion of excellent trade statistics 
and assured tax relief was too 
much to resist. How high are 
these stocks? Very high, when 
compared with their lows of even 
the past 12 months. But not un- 
reasonable, in most instances, on 
ad probable 1946 earnings ex- 


Paramount 


Paramount was stuck for a long 
time in the range 30-33 where— 
earning over $4 a share and with 
a $1.80 dividend—it looked to be 
among the most moderately- 
priced stocks in the market, un- 
less there was something wrong 
with its postwar prospect. Re- 
cently it spurted to 40. There are 
rumors of a coming dividend in- 
crease, for the seventh consecu- 
tive year. That is possible, though 
there are arguments against it, 
wtih the industry facing nearby 
anti-trust prosecution and film la- 
bor gunning for higher pay. Per- 
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haps as adequate an explanation 
is that the stock, at 33, was a 
“sleeper,” obviously in line for 
large benefit from lower EPT, 
On present volume and a 40% tax 
rate, it could net over $6 a share 
—and no volume slump is in sight. 


High Flying 

Douglas Aircraft, now over 91 
against a 1945 low of 65, has long 
been regarded as the No. 1 air- 
craft stock by most security an- 
alysts. Perhaps that ranking’ is 
correct. However, it should be 
clear—or so this department 
opines—that Douglas can not pos- 
sibly maintain as wide a competi- 
tive lead as it had before the war. 








The reason is that various others 
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have now had plenty of experi- thei 
ence building big planes and do} ¢ral 
ing it well. As a result, when it} does 
comes to transport planes, the air they 
lines are in the best bargaining tio 
position ever. It is understood} are 
that some of the much publicized Stan 





INCREASE IN EARNINGS SHOWN IN RECENT REPORTS 
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Latest Year 

Period Ago 
6 mos, Sept. 1 $1.44 $1.10 
6 mos. June 30 2.78 2.36 
6 mos. Aug. 31 1.97 1.61 
6 mos. July 31 Si 
Year June 30 4.03 3.62 
Year July 31 3.37 3.06 
Year June 30 oth 49 
9 mos. July 31 49 .23 
Year June 30 3.47 2.97 
Year June 30 6.18 4.58 
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private backlog of Douglas has 
been whittled down by cancella- 
tions. Meanwhile, orders for Lock- 
heed’s big Constellation transport 
have zoomed. It is going to be 
quite a battle, by no means con- 
fined to these two companies. We 
‘would rather be on the sidelines 
—or in other stocks. 


Yalue Will Tell 


We have called attention before 
to Chesapeake & Ohio as an at- 
tractive stock for those really in- 
terested in an excellent and safe 
income return. For a long time 
the stock was behind the railroad 
average. Now it is pushing up to 
new highs while most rails still 
have not surpassed their highs of 
last June. Why C. & O. should go 
its own way at this particular 
time we don’t know, except that 
real value eventually will tell. As 
we write, the yield on the entirely 
secure $3 regular dividend is still 
5.17%. We wouldn’t be surprised 
to see the stock, now around 58, 
work up to 65-70 in due time. It’s 
worth it. 
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‘ity an} Steel stocks often have played 
king is} 2 dynamic role in late phases of a 
uld bel bull market. Recently they have 
rtment} been going strong, at new highs. 
10t pos} However, such prominent issues 
ompeti-} 28 U. S. Steel, Bethlehem, Repub- 
he war} lic, Youngstown Sheet & Tube and 
- others Inland are still much farther from 
experi} their 1937 highs than in the gen- 
and do-+ eral market level. This, of course, 
when it}does not necessarily imply that 
the ait} they are good speculations. In ra- 
gaining tio to earnings, those 1937 prices 
erstoodare very extreme in most in- 
blicized stances. Steel profits are still in 





the OPA squeeze, and more rise 
in labor costs seems in the offing. 
The volume outlook is quite favor- 
able, contrary to earlier public 
assumption. Steel products sell at 
from 2 to 3 cents a pound, so that 
differences of a fraction of a cent 
per pound in price make a world 
of difference in profits and adjust- 
ments for higher costs are readily 
feasible in a free economy. When 
OPA is out of the way, efficient 
steel producers will make good 
money as long as volume is large. 
The market is looking ahead to 
that time, for the cost-price ratio 
in this case is more important 
than nearby tax relief. Whether 
speculators are looking too far 
ahead is debatable, but for the 
present the steels appear to be 
pointing up. 


New “Katy” Chairman 

Speaking of the C. & O., Mr. 
R. J. Morfa, assistant to the 
chairman of the C. & O. Board, 
recently was elected a director 
and chairman of the board of the 
Missouri-Kansas-Texas Railroad, 
succeeding Lewis E. Pierson. Mr. 
Morfa is also vice president of the 
New York, Chicago & St. Louis 
and the Pere Marquette Railways. 


Pardon the Intrusion 


When most people talk about 
the rubber stocks they mean 
Goodrich, Goodyear, Firestone 
and U. S. Rubber. Yes, they are 
good companies: but we have 
noted that the smaller Lee Rub- 
ber has a better past earnings- 
dividend record than any of these. 
Now, at least in the stock market, 
Lee has rudely invited itself into 
this select circle. Around 63, it 
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2.97 
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Latest Year 

Period Ago 
Year July 31 $3.99 $4.34 
9 mos. Aug. 31 Py i 1.81 
6 mos. June 30 1.40 2.56 
Year June 30 3.08 3.44 
9 mos. June 30 4.90 oe 
8 mos. Aug. 31 3.15 3.95 
36 wks. Sept. 8 98 1.63 
26 wks. Aug, 4 .20 30 
Year June 30 74 4.52 
Year June 30 08 89 








OCTOBER 13, 1944 








has passed Goodyear and is 
breathing hard on the neck of 
Firestone. Earnings after Jan. 1 
will get a big lift from lowered 
EPT, in fact one of the biggest 
relative gains in the industry. 


Oils Do Better 

After lagging for quite a time 
many of the oils are now in bet- 
ter demand. We suspect it is a 
matter of suction, so to speak. 
That is, if stocks have long-term 
appeal they can play dead in a 
bull market only so long before 
they again appear relatively un- 
der-priced versus stocks which 
have had a further sharp rise. 
The oils indubitably have plenty 
of long-term merit. Without much 
to gain from tax relief, in most 
cases, we think they necessarily 
face a year or two of lower earn- 
ings, and that this prospect prob- 
ably will restrain, though not pre- 
vent, market appreciation for 
some time to come. 


Here We Go Again 

Maybe you are tired of hearing 
us harp on this matter of repeal 
of the excess profits tax—but, 
friends, it means money: in many 
instances exciting money and 
larger dividends. So here we go 
again. Loose-Wiles is a rather 
conservative stock in the normal- 
ly stable packaged-bakery field. 
Earnings on it last year were 
$5.79 a share, after an effective 
Federal tax rate of about 74%. 
On a 40% tax, with the same 
level of pre-tax net, this would 
be $13.57 a share. Suppose the 
pre-tax income shrinks? It prob- 
ably will; but it could be cut 50% 
and earnings without EPT would 
be $6.78 a share. We don’t be- 
lieve income before taxes will go 
off 50% and we think this stock, 
now around 55, might well carry 
a $4 dividend next year. 


Merger 

Rustless Iron & Steel, long 
nearly 60% owned by American 
Rolling Mill, will now be fully 
merged into the larger company 
on a Sshare-for-share stock ex- 
change. Outside owners of Rust- 
less seem to get a bit the best of 
this deal, for Armco’s longterm 
earnings record has been some- 
what the better of the two. On the 
other hand, except for simplified 
operations, it wouldn’t appear to 
give Armco much that it didn’t 
already have anyway. 

















Around the World 





(Continued from page 28) 
end of the war has meant the 
cessation of huge British expen- 
ditures, better distribution of 
goods, more imports, and, in gen- 
eral, less pressure for available 
goods. The danger of inflation is 
less and the value of silver as 
a hedge against inflation has 
therefore diminished. 





‘Investment Audit of Food 
Machinery Corp. 





(Continued from page 32) 
combined sales and royalty in- 
come for all of the 1944 fiscal 
year. Here again is a strong in- 
dication that results for the past 
year will set an all-time record 
—a record which will probably 
hold for some time to come, at 
least so far as it pertains to total 
sales. In 1944 Food Machinery’s 
billings to its regular customers, 
exclusive of war work, repre- 
sented the largest dollar volume 
in the company’s history. Profits 
in 1944 also set a new high, de- 
spite the fact that in relation to 
sales they were lower than ever 
before. 

In 1944, company paid excess 
profits taxes equivalent to $26.35 
per share of common stock out- 
standing, compared with actual 
net earnings of $8.61 a share. 
Had excess profits taxes been 
computed at the rate of 60 per 
cent, for example, net earnings 
would have been equal to $16.36 
a share. The implications of this 
comparison are obvious—prospec- 
tive tax relief will be one of the 
biggest factors in sustaining 
postwar earnings. 

Reference to the accompanying 
comparison of Food Machinery’s 
balance sheets at the close of the 
1941 and 1944 fiscal years, re- 
veals a number of salient changes. 
Of particular note was the de- 
cline in the current ratio from 
4.4 to 1.4. This decline occurred 
despite an increase during the 
same period of some $47,000,000 
in current assets, of which $32,- 
751,000 was in the inventory ac- 
count. Total inventories at the 
end of the last fiscal year were 
more than six times the com- 
pany’s total sales in 1939. Such 
was the impact of doing business 
in a war setting. To finance this 
enlarged inventory requirement, 


the company borrowed $10.000.-' 
000 from banks. Accounts paya-. 
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ble, which stood at the unprece- 
dented figure of $18,028,000 at 
the end of the 1944 year, in- 
cluded a refund of $5,661,775 due 
the Government resulting from 
reductions from contract prices. 
In the 1944 balance sheet, a new 
item appeared among current lia- 
bilities, a reserve of $6,858,857 
for renegotiation of contracts. 

At the close of 1944 fiscal year, 
the company was due a refund 
of excess profits taxes of $2,269,- 
119. The latter figure was prob- 
ably increased by at least $1,500,- 
000 during the past year. In view 
of the expressed intention of 
Government to speed up tax re- 
funds, as a contribution to fa- 
cilitate reconversion, by permit- 
ting payment of all such claims 
within 90 days after they are 
filed, the company’s refunds to- 
talling possibly $4,000,000 can be 
practically considered an addition 
to current assets. 

Since 1941 Food Machinery 
made a capital investment in fa- 
cilities for war plants amounting 
to $2,177,000, covered by Certi- 
ficates of Necessity to be depre- 
ciated on a five-year basis. At the 
end of 1944 the unamortized bal- 
ance was $1,431,801. it has been 
ruled that for the purpose of re- 
computing amortization to cover 
the period such properties were 
in actual use, the war was de- 
clared to have ended September 
29, last. This means, in the case 
of Food Machinery, that the com- 
pany in the fiscal year just ended 
may write ofi the entire balance 
of depreciation against earnings, 
with a corresponding lowering of 
tax liability. 

Last April, stockholders were 
given the privilege to subscribe 
for additional stock at $52.50 a 
share on the basis of one new 
share for each four shares held. 
Proceeds from this financing were 
used to retire $3,700,000 deben- 
tures and for additions to work- 
ing capital. Following that, a 
stock dividend was paid with 
shareholders receiving one share 
for each four shares held. Sub- 
sequently two quarterly dividends 
of 40 cents each have been dis- 
bursed, indicating an annual rate 
of $1.60 and a yield of 2.5 per 
cent at recent price for the stock 
around 64, 

On the basis of recent wartime 
earnings, the shares are not ex- 
cessively priced. But if we as- 
sume that earnings will be some- 
where in the neighborhood of $4 
a share over the near postwar 
term it might appear that the 
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market places a pretty generous 
premium on the company’s pros- 
pects. Justification for this is 
found, however, in the company’s 
very definite growth potentials 
and its background of orderly 
and considered expansion to na- 
tional status. The likelihood of 
higher dividends within the next 
twelve months is a further con- 
sideration, although to judge by 
past policies, it is probable that 
the management will act conser- 
vatively in this respect, at least 
until working capital needs in a 
peace-time setting can be more 
accurately gauged. ; 

The company’s capitalization 
is extremely simple, consisting 
solely of about 669,000 shares of 
common stock. 


What Dynamic Industries 
Spur Expansion? 


(Continued from page 10) 
thousands. Unquestionably it is a 
field with vast economic poten- 
tials. eos 

The longer range potentialities 
of aviation are too well known to 
require much elaboration. Both 
aerial transportation and private 
flying are fields which are bound 
to grow enormously but for a 
time, progress in this direction 
may well be steady rather than 
spectacular. Eventually, no doubt, 
aviation will take its place as one 
of the major means of transpor- 
tation, with corresponding bene- 
fits to the aircraft industry; the 
industry ultimately may well rival 
the automotive industry in peace- 
time in economic importance. 
Right now aircraft makers face 
the long expected radical postwar 
deflation; they also face new com- 
petition in the motive power field 
by emergence of jet propulsion 
which eventually may revolution- 
ize all aviation. But much re- 
search and experimentation re- 
mains to be done. 

Active in the jet field are the 
two big electrical companies, Gen- 
eral Electric and Westinghouse, 
and several companies previously 
in the turbine engine field such as 
Allis Chalmers and the Lycoming 
Division of Aviation Corp. For 
most of those, however, jet en- 
gines for airplanes will probably 
remain a minor percentage of to- 
tal business though the related 
development of the gas turbine 
for power generation may well as- 
sume major importance. Builders 
of conventional motors are follow- 
ing developments closely. 

(Please turn to page 53) 
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First major outpouring of venture capital for many years past is highlighted 
by public oversubscription to the $22 million financing program of the new 
Kaiser-Frazer Corporation. 





This latest contender in the automotive field will immediately take possession 
of the Government-owned $90 million Willow Run plant, to turn out the Kaiser model, 
re-leasing a portion to Graham-Paige for production of the Frazer car, to sell around 
$1400. 





The challenge of the Air Transport industry for passenger traffic is answered 
by the Western Pacific, Burlington and Denver & Rio Grande Western railroads, which 
contemplate a joint purchase of six streamlined luxury trains, to be operated at 
ordinary coach fares. 

Cost of these Budd-built beauties will total $9 million, a third of which goes 
for diesel power. Construction will be of stainless steel, and most of the cars will 
have the new Astra-Dome penthouse roofs for full view of the mountain scenery. 

A merger has been practically assured between American Airlines, Inc. and 
Mid-Continent Airlines, Inc. on a basis of exchange of four shares of the latter for 
one share of American. As Mid-Continent operates from the Twin Cities to New Orleans, 
and A. A. from the East to the West coast, both concerns should gain traffic. 

Loyal employees of Jack & Heintz who some time ago purchased $12.5 million 5% 
preferred stock of the company have now got their money back by redemption of the 
issue. While the management proposes to distribute 62%% of net profits among employees, 
their money should not be exposed to risk, it suggests. 

Fairmont Creamery Co., operating in 16 states, will cover 22 following the 
purchase of Imperial Ice Cream Co. of Parkersburg, W. Va. Terms of the deal are 
reported to be $1,100,000 cash and 16,039 shares of Fairmont common. 

Growing importance of electronics has led General Electric Co. to plan fora 
new $10 million plant at Syracuse, N. Y., where all activities of this recently formed 
division will be concentrated. 155 acres of land and about a million square feet of 
floor space will be used, 

Announcement by Paramount Pictures, Inc. that it expects to become a full-scale 
producer of television brings competition in this alluring field to Hollywood for the 
first time. The proposed network will extend from coast to coast. 

Latest comer to the stock split-up parade is Life Savers Corporation, which 
on November 20 is expected to request stockholder consent to an increase in authorized 
capital and a two for one split. 

$20.7 million in unfilled orders, only 8%% of which are military, provide a 
promising backlog for Dresser Industries, Inc. especially as its contract terminations 
totaled $16.8 million. 

International Telephone & Telegraph Co. is working on experiments which may 
lead to eventual establishment of a national long distance telephone system without 
wires. Pulse time modulation by radio transmission may do the trick. 

Diversification by Aviation Corporation has now extended to the farm 
machinery field, through purchase of a controlling interest in New Idea, Inc. Cash 
outlay in the deal will top $8 million, provided minority stockholders fall in line. 

In appraising postwar sales potentials, Thompson Products, Inc. conclude that 
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within eigtheeen months its volume will exceed $50 million annually, or more than 
three times its prewar experience. 1939 sales were only $16 million. a 

Another optimist on postwar is Continental Motors Corporation, with predic- 
tions that next year's sales should set a peacetime record. With a backlog of $110 
million orders to bolster its hopes, Continental is not dreaming. 

The biggest reconversion job fell to the lot of General Motors. Some 55 per cent 
of national reconversion is being undertaken by the company. Contract cancellations 
following V-J Day totalled $2,000,000,000. 

Federal Reserve Board plans to go easy on relaxing restrictions on installment 
purchases. Controls will be retained as an anti-inflationary measure. 

American Locomotive is 95 per cent reconverted to a peace-time basis. All 
that remains to be done is the disposal of certain jigs, fixtures and unused war 
material. 

Aircraft manufacturers are striving mightily to find new products with which 
to employ their facilities. Grumann Aircraft has announced quantity production of 
aluminum canoes, while a subsidiary of Northrup Aircraft is turning out aluminum 
wagons and scooters for the toy trade. 

New bookings by Worthington Pump & Machinery are being made at a rate indi- 
cating annual shipments of $60,000,000, The latter figure would be more than double 
the volume in the company's best pre-war year, 

Whiskey distillers appear in line for tax relief from two directions. They 
will be greatly benefitted by lowering of excess profits taxes, as well as the proposed 
reduction in the excise tax. 

Operations of Rheem Mfg. will be extended to South America. Company has started 
construction of a new plant in Rio de Janeiro. 

New Frigidaire line will be augmented by the inclusion of three models of — 
freezing cabinets. 

B. F. Goodrich has announced a new all-synthetic tire reputed to outlast the a. 
wd 
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natural rubber product. The long lasting qualities have been obtained principally by 
construction changes. 

U. S. Rubber has announced the development of three new chemicals for use by 
farmers. These are Phygon, a fungicide for control of apple scab, Deetone, claimed by 

















the company to be four times as effective as DDT powder, and Polon a selective weed Dur 
killer. Hell ak 
Studebaker Corp. has allotted $16,000,000 for post-war expansion. Company's ht 
goal is the production of 300,000 cars annually. : b 
The following sounds like the answer to the home builder's prayers. Borg- back ; 
Warner has a Single unit which consolidates plumbing, heating, electrical, bath, cerns | 
kitchen and laundry facilities. Company says mass production will bring the unit he we 
within the financial reach of more than six million families. 
Union Oil of California has started oil exploration work on 55 million acres For 
in the Chaco district of Paraguay. ve 
Textile production facilities of Marshal Field & Co. will be enlarged. For ase 
this purpose the company will spend $1,000,000 next year, as part of a longer range ompe 
program. 170.4 
R. H. Macy will shortly offer its customers a private airplane. Full page onth 
advertisements announced that the store would place the Ercoupe model on sale — 3% 
priced just under $3,000. pry 
Radios no larger than a package of cigarettes are a reality. They will in- 
corporate the results of developments made in connection with the VT war fuse used ept., 
by the Navy. Two companies, Emerson Radio and Sylvania Electric Products, partici- 60.8 
pated in this development. The set will employ a vacuum tube weighing one ounce, hird 
less than an inch in length and not much thicker than a pencil. ~— 


The position and prospects of W. L. Douglas Shoe Company is being discussed 
in a study of this company undertaken by Ward & Co., members of the New York Security 
Dealers Association. The study includes a detailed schedule of the indicated Elec 
breakup value of the company's stock. Partly 
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SUMMARY 


MONEY AND CREDIT — Savings 
bonds redemptions increase sharply; 
but Treasury 2!/2s show firm price trend. 
Corporate dividends disbursed in three 
months ended August up 2.3% over 
last year. 


TRADE — Department store sales re- 
cover sharply from post V-J day vaca- 
tions slump. 


INDUSTRY—September business ac- 
tivity only 4°, below last year and nine 
months total off only 0.3%. More jobs 
are available than applicants, while 
unemployment rises to 1.7 million in 
first week of September, from 0.8 mil- 
lion a month earlier. Strikes retard re- 
conversion. 


COMMODITIES — Cotton and grains 
rally under crop damage reports and 
rise in parity prices. Maintenance of 
Government price support will necessi- 
tate crop production curtailment to 
avert accumulation of disastrously un- 




















During the past fortnight, Business Activity 
fell about 2%, to a level nearly 8% below last 
year and about midway between 1942 and 1943 
at this time. The drop was caused in large meas- 
ure by the epidemic of strikes which is holding 


back reconversion and forcing a number of con- 
cerns to suspend operations “for the duration” of 
he walkouts, 


* * 


For the month of September this publication's 
ndex of Business Activity, at 161.2% of the 
1935-9 average, was 2°/, under August and 4°, 
elow Sept., 1944. Third quarter averaged 165.9, 
ompared with 173.7 in the second quarter and 
170.4 in the third quarter of 944. The first nine 
onths of the current year averaged 170.3—only 
3% below the like period last year. Without 
ompensation for population growth, our index for 
eptember was 149.2% of the 1935-9 average, 
ompared with 155.2 in August and 157.6 for 
ept., 944, Third quarter averaged 154.8, against 
60.8 in the second quarter and 159.8 for the 


year. 





* * 


hird quarter of 1944. Nine months averaged 
156.5, compared with 60.4 in the like period last 


Electric Power Output continues to decline, 
partly under seasonal influences; but is expected 


(Please turn to the following page) 
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Wk. or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor 
MILITARY EXPENDITURE (tf) $b Sept. 26 1.63 1.29 er ae (Continued from page 41) 
Cumulative from Mid-1940... . Sept. 26 309.1 - 307.5 Hy ; to bottom around 3.4 billion K. W. H. weekly be- 
- ————— —--— | fore the year-end. Output in the pre-V-J week 
ended Aug. |! approximated 4.4 billion K. W. H. 
FEDERAL GROSS DEBT—Sb Sept. 26 262.0 262.1 209.2 55.2 Earnings of the industry will not decline propor. 
tionately; since most of the billion K. W. H. drop 
in output will have been in types of business upon 
MONEY SUPPLY—Sb which profit margins are small. 
Demand Deposits—101 Cities...__ Sept. 26 38.8 39.0 35.4 24.3 
Currency in Circulati Sept. 26 27.7 27.8 23.3 10.7 * s+ 8 
- Cash —— disbursed in August totaled 
$131 million—1.7% below last year; but pay- 
= ey ae pag Avge. Sept. 26 6.24 6.29 5.40 3.92 ments in three months ended August were up| 
ew Yor SEs t i : x rs 
100 Other Cities—$b_.. Sept. 26 7.30 7.39 731 5.57| 2:3: ng 
— In the week ended Sept. 22, Department 
INCOME PAYMENTS—Sb (cd) July 13.52 14.40 12.93 8.11 | Store Sales rose to 14% above the like period 
Salaries & Wages (cd) ....__ July 9.36 9.57 9.28 5.56| last year, compared with gains of only 6% for 
reba —| Hay aR HR RRL] oe Si on fh dT 
Includ'g Govt. Payments (ag)...... July 1.97 1.55 1.65 1.28] mild drop of the preceding few weeks appears to 
have been occasioned largely by post-V-J day 
vacations. 
CIVILIAN EMPLOYMENT = Sept. 51.3 535 54.0 52.6 a 
Agricultural Employment (cb) Sept. 9.0 9.0 9.3 8.9 : ARS : : 
Employees, Manufacturing (Ib) — Aug. 13.8 14.1 16.0 13.6 With the patriotic ousonell waning, Govera- 
Employees, Government (Ib) Aug. 59 59 59 45 ment Bond Sales are not going so well on bal- 
UNEMPLOYMENT (cb) m Sept. 1.7 0.8 0.7 3.4 ance. Savings bonds are being cashed in increas- 
7 “8 ___| ing volume. Redemptions during August were 
73% of sales. The proportion mounted to 180% 
FACTORY EMPLOYMENT (ib4) Aug. 142 146 166 147 of sales in the first ten days of September, though 
Durable Goods ..____ Aug. 18! 188 225 175 ‘ teen tall th. Twel 
ey eS nag ET hag . oo hen 112 112 119 123 e gap was narrowed later in the month. Twelve 
FACTORY PAYROLLS (Ib4) | july 287 303 332 198 weeks after books closed on the Seventh War 
; Loan, 65% of banking and brokers’ loans on 
FACTORY HOURS & WAGES (Ib) Government securities remain unpaid, against 
Weekly Hours .......... dine 44.6 44.1 45.9 40.3 | only 58% for the like period following the Sixth 
Hourly Wage (cents) | June 103.9 104.3 101.7 78.1. | War Loan drive. 
Weekly Wage ($) .......... June 46.35 46.01 46.24 31.79 7? 
On the other hand, there is expanding demand 
PRICES—Wholesale (1b2) Sept. 22 104.9 104.7 103.7 92.2 | for new issues of Corporate Bonds, and institu- 
Retail (cdib) July 142.4 142.1 138.2 116.1 tional investors are expected to enter the market 
increasingly when Government 2!/2s are no longer 
available. 
COST OF LIVING (ib3) July 129.4 129.0 126.1 110.2 + * * 
Food ee July 141.7 140.0 137.4 113.4 
Clothing Se ete ers July 145.7 145.4 138.3 113.8 The British Labor Government favors lower In- 
os July 108.3 108.3 108.2 107.8 | terest Rates and there is some talk of slashing 
the bank rate to 1%. It has stood at 2% since 
RETAIL TRADE $b 1929, with a brief interlude at the outbreak of the 
— eg — og, July 5.71 6.04 5.5 4.72 | war when it was temporarily raised to 4%. Hugh 
urable Goods —____ July 0.86 0.90 0.85 1.141 Dalton, Chancellor of the Exchequer, is urging 
Non-Durable Goods —..____. July 4.85 5.14 4.66 el .. és 
Dep't Store Sales (mrb)... Joly 0.44 0.53 0.38 0.40 Britons to buy bonds; because ‘it may well be 
Retail Sales Credit, End Mo. (rb2) July 2.17 2.27 1.99 5.46 | that in the future rates of interest on new govern- 
ment securities will be lower." Consequently there 
MANUFACTURERS’ has been much demand for 2!% consols, raising 
New Orders (cd2)—Total_...__ July 277 296 314 212 their price to the highest level since 1936. Our 
ete —2 cee er ae July 403 422 487 265 own Treasury is, of course, equally anxious to keep 
Shipments (cd3)—Totol | July 237268263 tag | interest rates low, 
Durable Goods = July 304 355 373 220 
Non-Durable Goods _...... July 190 207 187 155 Average weekly Wages of British factory work- 
___ | ers rose 76% during the war—from an average 
BUSINESS INVENTORIES, End Mo. of $10.66 in October, 1938, to $18.78 in January, 
Total (cd)—$b . as see July 26.6 26.6 27.4 26.7 1945. In the U. S. A., factory weekly wages nearly 
ro tit Rh a July 163 62 2 162 : oe 
Wholesalers’ July 3.7 3.8 40 4.6 | doubled during a somewhat shorter period—rising} 
Retailers’ July 6.6 6.6 6.2 72 from an average of $23.77 in August, 1939, to 
Dept. Store Stocks (rb)—I July 190 181 165 139 $47.50 in January, 1945. Weekly wages in both 
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Trend of Commodities 






























Cotton and grains rallied sharply during the past fortnight up parity prices and consequently the Government loa 
under crop damage reports and a rise in parity prices. The prices on products. Unless Congress acts before Jan. 1 ty 
forthcoming condition report may indicate a cotton crop this declare the war at an end, the Government will be saddled 
year of only 9.5 million bales, against 12.23 million last year; with the huge cost of maintaining farm prices at 90%, « 
but at that there would still be a two year supply on hand. parity through Dec. 31, 1948, Agriculture Secretary Anderso 
The parity price for cotton advanced 13 points from August foresees that this would mean an accumulation of surplus. 
15 to Sept. 15, and the wheat parity price rose a cent. so huge as to jeopardize the price support program and ult 
Wheat prices since our last issue have spurted to the highest mately wreck farm prices unless production henceforth 
level in 20 years. European estimates of crop prospects there _ tailored to fit prospective consumption. Meanwhile the Agi 
place the yield of wheat, oats, rye and barley at only 65% culture Department hopes, beginning this autumn, to thro 
of the pre-war average. Per capita world food production this out food subsidies one by one—beginning with meat, thi 
year is expected to be around 10% below the pre-war aver- butter, other dairy products and processed vegetables—wi 
age, despite near record crops in the Americas. The con- compensating increases in ceiling prices. The OPA says mec 
tinuing gradual rise in prices paid by farmers keeps notching and shoe rationing will end this year, 
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(Continued from page 13) 
wages alone wocld indeed be a 
selfish attitude and not conducive 
to economic stability as a whole. 
The advantage of labor in such 
an event would be short-lived. 
At any rate the wage demands 
now made would be far greater 
than the probable gain in labor 
efficiency since 1939. Under nor- 
mal conditions, labor productivity 
rises about 214% a year which 
would point to an overall gain 
of somewhat over 15% _ since 
1939, just about half of the 30% 
wage demand, on basis of dollar 
wages. And dollar wages, since 
1939 have already risen appre- 
ciably, from a weekly average of 
$23.86 to $46.08 in 1844, and to 
something like $37.20 currently, 
with overtime eliminated. On 
basis of real wages, a far more 
important criterion, the wage 
boosts demanded would amount 
to an increase of some 50%, as 
against an estimated 15% gain 
in labor productivity since 1939! 

It is obvious that industry un- 
der current price ceilings can 
hardly afford any such upward 
revision of basic wage rates; 
most assuredly there can be no 
such thing as a blanket increase, 
what with greatly varying abili- 
ty among industries to absorb it. 
Inevitably it would lead to mark- 
edly higher prices, negating not 
only any advantage gained by 
labor but seriously jeopardizing 
the potentials of the expected 
postwar boom. 

For without wage stabilization, 
the Government will not be in a 
position to hold the price line. 
With stiff wage increases all 
along the line, OPA will be forced 
to review prices all along the line. 
It may be too early to predict 
what this might mean in the way 
of total production. If output of 
goods increases with the higher 
prices, as it probably will, we 
will have prosperity for a time 
though the inflationary potential 
will be greatly enhanced. It will 
be something of a “flash boom,” 
not exactly the healthiest kind. 
If, however, output declines, due 
to consumer resistance to higher 
prices, with business threatening 
to fall off into a depression spiral, 
| the consequence may well be re- 
sort to pump priming to sustain a 
high level economy. In either 
event we would face unpleasant 
economic reactions. There is a 




















at 






"atl 























1Yr. De 
Ago 1% 
24.0 163 
07.4 169 
65.9 148 




























38 19 
4 9 










TREE 





OCTOBER 13, 1944 





foreign trade angle, too. We need 
to develop a foreign trade of di- 
mensions sufficient to provide 
work for our over-expanded plant 
and to keep our work force em- 
ployed at the maximum. With 
prices unduly high, our export 
drive would certainly suffer un- 
der the joint impact of foreign 
foreign competition and inability 
or unwillingness of foreign na- 
tions to pay for our high-priced 
goods. 

The real danger at the moment 
lies in the possibility of an in- 
flationary wage-price spiral, for 
any substantial wage increase is 
bound to be followed by higher 
prices. If wage rates generally 
are increased with a view to 
maintaining wartime purchasing 
power after work schedules and 
output per man have been re- 
duced, costs will be increased 
throughout the field of industrial 
production. If wages are increased 
only in certain basic lines, a 
whole series of readjustments in 
the interrelated cost and price 
structure will become necessary. 
Thus, if take-home pay is raised 
in line with labor demands, the 
cost of living will undoubtedly 
rise and inevitably, unions sooner 
or later will demand further in- 
creases to bring wages in line 
with the cost of living. It’s the 
old vicious circle. 


Real Wages the Answer 


All this doesn’t mean that 
wages ought not to be adjusted 
where necessary; neither low 
wages nor excessively high wages 
are desirable. But what counts 
most in the final analysis are real 
wages, that is the purchasing 
power of the earned dollars. The 
primary task is to maintain this 
purchasing power, and producing 
an inflationary price-wage spiral 
is not the way to go about it. 
Rather, what is called for is a 
wage policy that does not permit 
imposition of wage increases 
which industry cannot absorb 
without forcing prices substan- 
tially higher. 

That we shall witness ultimate- 
ly higher wages is a foregone 
conclusion, but nothing like the 
30% boost currently asked by the 
labor unions. Most likely this de- 
mand has been put forward for 
trading purposes; chances are 
that the unions will be quite sat- 
isfied with a fairly quick settle- 
ment involving a rise of 10% to 
15% but they face a determined 
fight before industry will give in 
to that extent. 


NOTE—From time to time, in this space, 
there will appear an advertisement which we 
hope will be of interest to our fellow Ameri- 
cans. This is number seventy-six of a series. 


ScHENLEY Distitters Corp., New York 
Report! 
The annual report of a large 


business corporation used to be, as 


a rule, arid reading, except tor 


those closely interested: the stock- 
holders, bankers, statisticians, ana- 
lysts, etc. But times have changed 
in America and in so-called “big 
business.” 

The chairman of the board and 


the president of this company, 


Schenley, have just made their 
annual report to the stockholders. 
In it there is something besides a 
very gratifying accounting of 
actual business performance, be- 
cause foremost in the minds of 
those who direct the affairs of this 
company is “the responsibility which 
our Company shares with all industry 
to provide useful and regular employ- 
ment and to encourage progress and 


rising standards of living.” 


That note—and it is a good note 


—is sincerely sounded today, this 





recorder is happy to report, by 
nearly every worthwhile corpora- 
tion in America! We have many 
laws and regulations affecting 
business. But the self-imposed rules 
and regulations affecting the lives 
and welfare of workers which pre- 
vail here and in other good com- 
panies—the humanics in the busi- 
ness—are among the most en- 
couraging highlights in our Amer- 
ican life. 

MARK MERIT 


of ScCHENLEY DisTILLERS Corp. 


FREE—Send a postcard or letter to Schenley 
Distillers Corp., 350 Fifth Ave., N. Y. 1, 
N. Y., and you will receive a booklet con- 
taining reprints of earlier articles on various 
subjects in this series. 
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Advertisement 


WALL STREET 


For Investors: 
Annual Income Tax Help 


For many American citizens, October 
brings the hint of fall and with it a 
yearly reminder that income tax time 
is coming closer. Though tax provisions 
this year are largely unchanged, most 
prudent investors will want to begin 
reviewing holdings to make certain they 
are prepared to receive the advantages 
to which they are entitled. To ease this 
difficult task, the nationwide invest- 
ment firm of Merrill Lynch, Pierce, 
Fenner & Beane has issued the 1945 
edition of its Investor’s Tax Kit. 















TAX GUIDE 
POR IM). 


mow Cemne: 





INVESTOR'S TAX KIT-1945 





Merrill Lynch Tax Kit: 


To ease a difficult task 


The popularity of the M L, P, F& B 
Investor’s Tax Kit is deserved. It con- 
tains a comprehensive Tax Guide, pre- 
pared with particular reference to those 
laws which affect investors. Compiled 
for M L, P, F & B by the Research 
Institute of America, Inc., it includes, 
for example, a check list of deductions 
for both businesses and individuals as 
well as important miscellaneous tax in- 
formation. Here, too, will be found a 
Handy Chart which gives a graphic 
presentation of the treatment of Capital 
Gains and Losses by the individual 
together with work sheets on. which 
these items can be conveniently com- 
puted. Special feature this year: A 
folder containing a selected list of sug- 
gested security exchanges for those who 
wish to establish tax profits or losses. 

As usual, readers need only send a 
request for the 1945 Investor’s Tax 
Kit* and it will be mailed promptly 
without cost or obligation. It is not in- 
tended to take the place of expert tax 
counsel, but it does provide the basic 
information necessary in order to ap- 
proach tax problems efficiently and 
intelligently. 





*Just address your request for the “1945 Investor's 
Tax Kit’? to: Merrill Lynch, Pierce, Fenner & Beane, 
70 Pine Street, New York 5, N. Y. 
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Two factors favor a relatively 
quick settlement of the wage is- 
sue. One is that as unemploy- 
ment figures run up, labor’s hand 
will be weakened, thus labor is 
not interested in long drawn out 
strife. The other is management’s 
eagerness to get over the recon- 
version hump into real volume 
production. Government, in the 
middle, can be expected to sup- 
port moderate pay increases and 
make active efforts to conciliate 
and avoid strikes by promoting 
compromises. This may even in- 
clude some commitment to ad- 
just prices upward where neces- 
sary though by no means a gen- 
eral abandonment of the “hold 
the line” policy. 


Comparative Wage Factors 


In the circumstances it is dif- 
ficult to predict how wage boosts 
may affect individual industrie 
especially since the scope of pos- 
sible compensatory price in- 
creases is necessarily a moot 
question at this time. The ques- 
tion is nevertheless important be- 
cause of its direct bearing on cor- 
porate profits ; there is hardly any 
doubt that wages in the future 
will bulk larger as a primary cost 
determinant in many industries. 
Their significance as an invest- 
ment consideration is bound to 
rise correspondingly since indus- 
tries with low wage ratios will 
find themselves better situated in 
coping with the price and compe- 
titive problems of the future. 
They should enjoy an impor- 
tant differential advantage which 
should grow in direct proportion 
to the payroll burden. 

Take steel for instance. Higher 
wage scales and relatively low 
and rigid steel prices have mate- 
rially raised the pay point for the 
industry, a factor which certainly 
contributed to the laggardness of 
steel shares. Wages in the steel 
industry constitute an important 
cost factor and recently ac- 
counted for something like 40% 
of costs against 3614% in 1942. 
The ratio used to be higher, as 
much as 49% in 1939 but it has 
since declined with greater vol- 
ume production and _ increased 
mechanization. As volume recedes 
now that the war is over, the 
ratio probably will again advance. 

The wage factor bulks even 
larger in the coal industry where 
the ratio of wages to costs runs 
around 60%; in the railroad in- 
dustry it is 65%. It goes without 
saying that industries with high 

(Please turn to page 48) 








MONEY-MAKING STOCKS! | 


Haven’s Stock Guide groups common stocks 
in convenient lists ranging from fastest. 
* moving to slowest. 
List No. 1 will make you much more 
money in a rising market. 
Use All the lists to judge the performance 
of your present stocks. 
Every trader needs this profit-proved mar. 
ket aid. Get Haven’s Stock Guide today, 
Just send $5.00 to 


GEORGE HAVEN 


Directed Investments 


Dept. WS-6 501 Traction Building 
Cincinnati 2, Ohio 























Would you like to 
check your invest. 
ment strategy with 
that of Babson’s? 
If so, clip this ad. 
vertisement, send it 
to us with a list 


Policy 
NOW ? of 7 securities you 
own. We'll tell you 


whether our strategy is to Hold or Switch. 
No cost or obligation. Write Dept. M-31 


BABSON’S REPORTS 
Incorporated 


Wellesley Hills 82, Mass. 


WHAT 
Investment 











UNITED STATES FOIL COMPANY 
REYNOLDS METALS BUILDING 
RICHMOND 19, VIRGINIA 
COMMON DIVIDEND 
A dividend of fifteen cents (15¢) per share on the 
outstanding Common Stock, Class A and Class 
B, of this corporation has been declared, payable 
October 15, 1945, to the holders of such shares of 
record at the close of business October 10, 1945, 
The transfer books will not be closed. Checks will 
be mailed by Bank of the Manhattan Company. 

ALLYN DILLARD, Secretary 
Dated, October 2, 1945. 
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CONSOLIDATED 
NATURAL GAS 
COMPANY 


30 Rockefeller Plaza 
New York 20, N. Y. 


DIVIDEND No. 4 


HE BOARD OF DIRECTORS = 
has this day declared the fol- E 
lowing dividends on the capital 
stock of the Company, payable 
on November 15, 1945, to stock- 
holders of record at the close of 
business October 15, 1945: 


Regular semi-annual cash divi- 
dend of 50¢ per share; and 
Extra cash dividend of 50¢ per 
share. 
Checks will be mailed. 

E. E. DUVALL, Secretary 


September 26, 1945 
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| Ownership of International Banking Corpora- ph pen oie — 
| e yhone anc -iegrap! orporatio: 
GOR rere ncaa terete Mate Mia ate hen ea plese ou’ 7,000,000 ee eer ere 
ie | PES REV Eee Pe RENNES OS) 8 55 25.255 bai areca Wi Swan eens 9S 30,224,729 CURTIS E. CALDER 
og Chairman of the Board, Electric 
Nero Other Assets . oes es oere 2,901,562 Bond and Share Company 
ayabl 
yey Ng o-cnoyenisseyneseeverervons $4,591,142,033 GUY CARY 
Shearman & Sterling & Wright 
cs will 
ipany. EDWARD A. DEEDS 
retar Chairman of the Board, The 
mm LIABILITIES National Cash Register 
Company 
ft Deposits...... eee eee ete cence eee e ee eenes $4,298,169,026 sain tai 
4 = (Includes United States War Vice-President, Phelps Dodge 
2 Loan Deposit $495,689,738) Corporation 
z Liability on Acceptances and Bills. .$11,728,881 A. P. GIANNINI 
Less: Own Acceptances in Port- ‘Founder-( hairman, Bank 
OS rap stern vexe estilo Woetr exis 4,332,283 7,396,598 of America National Trust 
Kage and Savings Association 
: Items in Transit with Branches.............. 15,547,338 JOSEPH P. GRACE 
= Chairman of the Board, 
2 Reserves for: W. R. Grace & Co. 
3 Unearned Discount and Other Unearned JAMES R. HOBBINS 
E ETOCRE RIGS S oRON NE ET a a gakonn Bile og iin, CIS Srl Wig 1,846,685 President, Anaconda Copper 
= Interest, Taxes, Other Accrued Expenses, etc 27,974,881 Mining Company 
Z ATT 2) ae ee ee ae ne 2,015,000 AMORY 'OUGHTON 
E Capital ie a ON @ aae aT ae Blake Ss BENS . $77,500,000 Chair:nan of the Board, 
Z eS ee as aaecdiii 
= Undivided Profits... 066 6 os de $8,292,505 238,192,505 GERRISH H. MILLIKEN 
= ee Se ee ee a President, Deering, Milliken & 
= Co. Incorporated 
BIS tea ionuwaktve vd shares $4,591,142,033 solichiai 
SS GERARD SWOPE 
Honorary President, G 1 
Figures of foreign branches are included as of September 25, 1945, except Rese cues er 
those of branches in the Far East possession of which we have not recovered. 
For these latter the figures are prior to enemy occupation but less reserves. REGINALD B. TAYLOR 
$697,088,012 of United States Government Obligations and $8,626,861 of benches 
other assets are deposited to secure $626, 255,536 of Public and Trust Deposits ROBERT WINTHROP 
and for other purposes required or permitted by law. Robert Winthrop & Co. 
(Member Federal Deposit Insurance Corporation) A 
REET OCTOBER 13, 1945 














Economic Implications of 





e e 
This is under no circumstances to be construed as an offering of these Bonds for sale, or as an offer P rice-Wage Spiral 
to buy, or.as a solicitation of an offer to buy, any of such Bonds. The 
offer is made only by means of the Prospectus. (Continued from page 46) 
Ww , ] > i. 
ns age ratios are far more sensi i 


tive to wage increase than those 
$93,000,000 whose ratios are low. The latter 
have a better chance to absorb 








PENNSYLVANIA POWER & LIGHT COMPANY wage increases either partly or} ” 
First Mortgage Bonds, 3% Series due 1975 wholly without price increases— 2 
were such permitted—which may 
Dated October 1, 1945 Due October 1, 1975 not be without effect on demand 
or competitive positions, for 
te many industries with high wage 
Price 10134% and accrued interest ratios are competing with others 
having low ratios. 
In the appended tables there 
Copies of the Prospectus may be obtained from such of the several underwriters, including the undersigned, are listed maj or industri ies or in- ! 
as may legally offer these Bonds in compliance with the securities laws of the respective States. dustry groups according to their b 
wage ratios based on 1939 Census i 
figures, the latest available. They} % 
Smith, Barney & Co. The First Boston Corporation represent approximate prewar Yra- ¥ 
Blyth & Co., Inc. Eastman, Dillon & Co. Goldman, Sachs & Co. tios ; their validity today in some} f° 
ee a ; ; aieica instances may be open to ques-} . 
nanan ay & Co. ellon Securities Corporation Stone sali oesoradary Blodget tion due to shifts arising from in- a 
Union Securities Corporation Gore, Forgan & Co. —_ Lee Higginson Corporation creased operating efficiency and 





wartime wage increases, though 
in a good many instances these 
Hemphill, Noyes & Co. Hornblower & Weeks W. C. Langley & Co. two factors will balance out. On 
the whole, the ratios listed should 
not be far out of line with those 
A. G. Becker & Co. W. E. Hutton & Co. prevailing today and provide at 
cr, any rate an interesting guide. 
Any future wage increases 
would be a serious factor in all 


F. S. Moseley & Co. L. F. Rothschild & Co. White, Weld & Co. 


Merrill Lynch, Pierce, Fenner & Beane Shields & Company Tucket, Anthony & Co. 


October 4, 1945 

















t] dustri rh the wage 
“THE DOW THEORY a ee ee | awe tn oot woe 
BAROMETER” Morrell A.gividend of Fitty Cents | fore call for Com poe ane ab 


USty dividend of Fifty Cent : 2 Bet 
‘ ($0.50) per share on the | Stantial paring of profit margins 


capital stock of John# unless volume can be boosted to 





A weekly service pre- 





dicting future trends in Morrell & Co., will be paid October 27, - é 
. k ™ 1945, to stockholders of record October the extent that it provides an 
the stock market by an 13, 1945, as shown on the books of the ff TI latt 
expert on Dow’s theory Company. adequate offset. ne latter re 
‘ GEORGE A. MORRELL, = ne 
a RRELL, | doubt is a factor that may 








Send $1 for Four Weeks’ Trial 


GAYLORD WOOD 


204-M Inland Building : Indianapolis 


importantly relied upon in ration- 
alizing the wage demands now 
impending. Whether it can _ be 
fully compensatory, as many 
quarters believe, remains to be 
seen. 


















































Dividend September 
QUALITY m 
Notice aX wD sicko WHAT BOOKS DO YOU WANT? Cash or Credit Boom? 
We quote lowest market Eger No charge for i 
locating Hard-to-Find and Out-of-Print Py . i 
B | All books OLD or NEW, mailed POST-FREE. (Continued from page 15) 
3 est 7th S ae Business. or less, to be reloaned at what 
22 East I7th St. ew Yor ity ig S ri 
MILL P : , 
* CORtoRn oe probably amounts to about an 
The Board of Directors of this Corporation G , iv , j 
has declared the following regular and fe rate, their pr ofit potentials} 
extra dividends: become most interesting in view 


4% CUMULATIVE PREFERRED STOCK 
1 per share 





aN CROWN CorK & SE AL of the immense volume they are 


likely to enjoy. After years of 




















COMMON S.OCK ($1 f f Y : 
25 cents ota — Rs COMPANY. $ INC. restricted business during war- 
COMMON STOCK (extra dividend) COMMON DIVIDEND time, when profit producing “7 
25 cents per share The Board of Directors has this day j ‘e ixth 
ie ; declared a Dividend of fifty cents ($.50) ceivables dr opped to about a sixt 
a ae: emi caro = share on = en Stock of of prewar heights in one instance, 
er |, , to Stockholders of record at rown Cork & Seal Company, Inc., pay- Bas ‘ } i 
sn chews of busines Socomber Wh tae. able on November 15, 1945, to the stock- their prospects now are definitely 
The extra dividend on the common stock ergs Ka 9 toy igh the close of busi- looking up. 
is payable November 15, 1945, to Stock- ness October ’ 40. : iy . 
holders of record November 1, 1945. The transfer books will not be closed. ‘ Among the sti ongest concer ns COM 
WILLIAM S. COULTER, Secretor J. J. NAGLE, Secretary. in the instalment finance business 
October 4, 1945. , 
(Please turn to page 50) ES 
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Why people enjoy living in 
Chicago and Northern [Illinois 


Whether you live in a city apartment easily accessible to your busi- 
ness...a home with a yard for the children in any of the attractive 
suburban communities . . . a country place... or a home in one of 
Northern Illinois’ progressive smaller cities or towns, the finest recre- 
ational and cultural advantages in the nation are available to you. 

For Chicago and Northern Illinois is truly a leading educational 
center of the world. Northwestern University, the University of 
Chicago — these are only the two largest of scores of outstanding 
institutions providing almost unlimited facilities for learning. Open 
to everyone are the thousands of fine churches, great libraries, 
the Chicago Art Institute, the Museum of Natural History, and the 
Museum of Science and Industry. The Shedd Aquarium, Adler Plan- 
etarium and Brookfield Zoological Park . . . the opera, the theatre, 
symphony music are here for your enjoyment. 

And stretching westward from the Lake Michigan shore with 
its sandy beaches and excellent yacht harbors, 41,000 acres of parks 
and forest preserves await your holiday with horseback riding, pic- 
nicking, fishing, swimming, sailing and golf—more than 200 courses 
within 40 miles of the city. The beautiful valleys of the Fox and Rock 
Rivers, the inviting waters of numerous inland lakes —all are within 


easy reach by fine auto highways. 





Two major league baseball clubs, college and professional foot- 
ball, the colorful Golden Gloves boxing tournament, the famous 
Mackinac Yacht races, the International Livestock Show — these are 
some of the many important competitions centering here. There are 
winter sports — skating, skiing, tobogganing, hockey, ice boating, 
duck shooting. Then, too, this area is within a day’s drive or a few 
hours by plane of the Wisconsin, Michigan and Canadian fishing 
and resort country. 

The great diversification of opportunity in Chicago and Northern 
Illinois allows people to follow the kind of work they like . . . to live 
where and as they like . . . to play and relax as they like. This is 
why people enjoy living in Chicago and Northern Illinois. 





Industries locating in this area have these outstanding advantages 


Railroad Center of the United States © World Airport © Inland 

Waterways ° Geographical Center of U.S. Population * Great 

Financial Center ° The “Great Central Market" ° Food 

Producing and Processing Center ¢ Leader in Iron and Steel 

Manufacturing ¢ Good Labor Relations Record * 2,500,000 

Kilowatts of Power ° Tremendous Coal Reserves °® Abundant 
Gas and Oil ° Good Government °* Good Living 











This is the third of a series of advertisements on the industrial, agricultural and residential 
advantages of Chicago and Northern Illinois. For more information, communicate with the 


TERRITORIAL INFORMATION DEPARTMENT 
Marquette Building —140 South Dearborn Street, Chicago 3, Illinois— Phone RANdolph 1617 
COMMONWEALTH EDISON COMPANY -: PUBLIC SERVICE COMPANY OF NORTHERN ILLINOIS 


ESTERN UNITED GAS AND ELECTRIC COMPANY - ILLINOIS NORTHERN UTILITIES COMPANY 
CTOBER 13, 1945 49 
































Cash and Due from Banks . 


and fully guaranteed 


Other Securities 


Acceptances. ... . 
Accrued Interest Receivable 
Mortgages. ... . 


Banking Houses . 
Other Real Estate . 
Other Assets 


Capital Funds: 
Capital Stock 
Surplus . . 
Undivided Profits 


THE CHASE 
NATIONAL BANK 


OF THE CITY OF NEW YORK 


STATEMENT OF CONDITION 
SEPTEMBER 29, 1945 


RESOURCES 


U. S. Government Obligations, direct 


State and Municipal Securities 


Loans, Discounts and Bankers’ 


Customers’ Acceptance Liability . 
Stock of Federal Reserve Bank 


LIABILITIES 


. $111,000,000.00 
124,000,000.00 
66,128,030.66 


$ 885,689,923.27 


2,765,350,070.29 
154,094,898.63 
168,104,505.08 


919,835,476.94 
12,208,063.71 
8,153,962.94 
5,579,304.36 
7,050,000.00 
34,406,139.70 
2,496,862.19 
2,424,493.99 
$4,965,393,701.10 

















Reserve for Contingencies . 


Reserve for Taxes, Interest, etc. 


$ 301,128,030.66 


12,992,152.22 
15,849,470.65 











Deposits . 4,620,617,797.39 
Acceptances 

Outstanding. .$ 7,686,531.81 

Less Amount in 

Portfolio . 1,717,97581 5,968,556.00 

Liability as Endorser on Acceptances 

and Foreign Bills . . ... . 84,501.58 
Other Liabilities . 8,753,192.60 


United States Government and other securities carried at 
$953,564,096.94 are pledged to secure U. S. Government War Loan 
Deposits of $609,782,040.65 and other public funds and trust 
deposits, and for other purposes as required or permitted by law. 


Member Federal Deposit Insurance Corporation 








$4,965,393,701.10 




















Cash or Credit Boom 


(Continued from page 48) 
is C.1L.T. Financial Corporation 
(formerly Commercial Invest- 
ment Trust), which in 1941 pur- 
chased $1.6 billion of instalment 
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receivables. The inherent quality 
of these risks is exceptionally 
high, as aside from title to the 
merchandise involved, individual 
promises to pay are guaranteed 
by dealers and often retailers as 
well. In addition to financing au- 
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tomobile and similar purchases, 
C.I.T. does an enormous business 
in financing textile concerns 
owns the National Surety Co, 
and through a subsidiary is en. 
gaged in manufacturing activi. 
ties. C.I.T.’s working capital of 
$116 million will shortly be in. 
creased by $25 million through 
the sale of 3.6% preferred stock. 
Dividends of $2.55 were paid on 
the common in 1944, contrasting 
with $4 in 1941. At recent price 
of 55 the yield is low at 3.8 but 
if distributions return to prewar 
levels, appreciation should be 
come expressive. 1937 high fo 
the stock was 86. 

Second largest companv in the 
field is Commercial Credit Com. 
pany, which in 1941 bought $1 
billion of receivables. This con- 
cern owns both the American 
Credit Indemnity Co. and the 
Calvert Fire Insurance Co. Com- 
mercial Credit has a long record 
of dividend payments, those it 
prewar largely exceeding the cur- 
rent restricted rate of $2.55 per 
share. With a return of good 
times for the industry, more lib- 
eral treatment of stockholders 
could follow, in which event the 
stock at recent price around 5( 
might not seem unduly high, and 
the current yield is attractive at 
4.5%. 

The Beneficial Industrial Loan 
Corporation and the Householi 
Finance Co. make small loans tc 
individuals, under various State 
laws, at interest rates of 244% to 
3% per month. While earning: 
during periods when the national 
income is high tend to dip some. 
what, they are consistently sat; 
isfactory and dividend distribu; 
tions are liberal. In spite of high} 
wartime income payments, thd 
small loan business has been hold: 
ing up fairly well—in san 





















































with instalment finance—and in 
the postwar, these companie 
should continue to make a satis} 
factory showing. 





Realistic Reappraisal of the 
Building Boom Outlook 


(Continued from page 21) 
the necessary blocks of property 
are assembled and obsolete struc 
tures dismantled. 

As to the contribution likely t 
be made by farm buildings to tht 
over-all prospect, it is well know) 
that the obsolescence in this typ 
of building is considerable. Bu 
farm buildings have a habit 0 
outliving their apparent usefu 
ness and it is practically impos 
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sible to arrive at any reasonable 
estimate of potential replacement. 
The fact, however, that farmers 
have prospered mightily during 
the past four years can be set 
down as a very favorable augury. 

There it is. The stage is set 
and the cast is ready to begin an 
industrial drama of far-reaching 
significance. Present are all of 
the elements which should insure 
a “hit” of some years duration. 
But it may be some months yet 
before the curtain rises: much 
longer before the climactic stage 
is reached. 

The fall and winter months are 
traditionally the slack periods in 
building and construction. During 
this time, manufacturers of ma- 
terials and equipment will have 
an opportunity to build up inven- 
tories and mitigate the possibility 
of serious shortages next spring. 
But nothing short of a miracle 
can prevent some _ bottlenecks 
from developing. Lumber is a case 
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in point. Of the total cost of an 
average home, lumber takes up 
nearly 12 per cent and is the most 
important single item. Lumber 
is short right now, and will prob- 
ably remain so until sufficient 
workers return to the forests. 
Other material shortages will 
prevent rapid acceleration of vol- 
ume business in the case of many 
companies. 

The price of building mate- 
rials, even when available at 
OPA ceilings, are 24 per cent 
higher than they were in 1939. 
A further increase in construc- 
tion costs of as much as 25 per 
cent may result from demands of 
labor. The implications of the cur- 
rent labor unrest are obvious. 
Moreover, the threat of jurisdic- 
tional stoppages looms, with the 
C.1.0. planning to invade the 
building field, long dominated by 
A. F. of L. unions. Since the 1942 
peak of 3,000,000, employment in 
the construction industry has 
dropped to 600,000 and 80 per 
cent of the labor force has been 
either drawn into the armed 


| forces or attracted to other indus- 


tries. Thus, a large shortage of 
experienced workers must be 
added the problems faced by 
building at this time. 
Conceivably this combination 
of adverse factors could cause 
widespread hesitation on the part 


4 of prospective buyers and build- 


ers, and the volume of building, 
at least in its initial stages, 
would probably prove quite dis- 


¥$ appointing. 


Within the next six months, 


OCTOBER 13, 1945 








eminem ne oot ee 


The peak of the Bell System’s 
telephone shortage was in August. 
Then we had about 2,100,000 un- 
filled orders for service. 

More orders are received every 
day, but now we are installing tele- 
| phones faster than the new orders 
come in. We will get 700,000 tele- 
phones from July to December 31 
this year, and 700,000 more in the 
| first three months of 1946. 

Western Electric, our manufac- 
turing company, is setting up 
every machine it has that will 
make telephone equipment. 

In the next 12 months we expect 
to install more telephones than 
there were in all of France and 
Belgium before the war. 



















Weve tuned the coma 


Even that will not give service 
to every one who wants it in that 
time. There are places where we 
have complicated switchboards to 
install—even places where we must 
build new buildings for the new 
switchboards. 


But we are on our way to give 
service to all who want it—on our 
way to restore Bell System stand- 
ards of service and raise them even 
higher. We are turning our facili- 
ties back to civilian 
service just as fast as 
we turned them to the 
instant needs of war. 





BELL TELEPHONE SYSTEM 





however, the entire building 
situation may be resolved into a 
much more clearly defined picture 
than exists at the present time. 
The makings of a genuine and 
sustained boom are there. What 
they will actually produce, how- 
ever, will depend upon the expe- 
diency and wisdom with which 
the obstacles are overcome. They 
are not insurmountable. 
Accompanying this discussion 


is a tabulation giving the statis- 
tical highlights for fifteen of the 
leading companies prominently 
identified with the building in- 
dustry. All of these concerns can 
be counted on to share substan- 
tially in a revival of construction 
activities. The majority of them, 
with the benefit of higher earn- 
ings and some tax relief, would 
be in a position to treat stock- 
holders liberally. 
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Available: A Study of — 


$1 Conv. Pr. Pfd. (no par) 
108,582 shs. 


W. L. Douglas Shoe Company 


Originally Established in 1876 


Balance Old 7% Pfd. 
850 shs. 


Common Stock (no par) 
87,788 shs. 








tive possibilities. 


In business 70 years, Company is one of the better known in field of 
combined manufacturing and retailing of shoes. It is in line to fully 
participate in large post-war sales volume. Company's $1 prior pre- 
ferred is attractive for income and prospective appreciation through 
right of conversion into common, which indicates attractive specula- 








Teletype: 
NY—1-2173, 1-1288 








WARD & COMPANY 


Established 1926 
Members N. Y. Security Dealers Ass'n 


120 BROADWAY, NEW YORK 5, N. Y. 


Telephone: 
RE 2-8700 














PERE 
MARQUETTE 


Pere Marquette Railway Company 


A dividend of $1.25 per share on PRIOR PREFERENCE 
STOCK will be paid November 1, 1945, to stockholders of 
record at the close of business October 5, 145, in payment 
of the accumulated dividend on said stoc at the rate of 
5% per annum from May 1, 1938, to July 31, 1938, in- 
clusive. Transfer books will not close. 





H. F. Lohmeyer, Secretary 








Aluminum Company of 
America 





(Continued from page 35) 
ever been excessive, and its war 
record, the company resents what 
it considers unfair Governmental 
criticisms of its setup and cur- 
rent attempts to dismember its 
structure. Finally, the company 
asserts that dissolution as pro- 
posed by the Attorney General 
would be directly contrary to the 
findings of the courts, besides de- 
stroying property values involv- 
ing hundreds of millions of dol- 
lars owned by a multitude of 
small investors, insurance com- 
panies, religious, educational and 
charitable institutions. 

So complex are the political, 
economic and social issues col- 
lateral to the merely legal aspects 
of the Alcoa controversy dumped 
into the Congressional lap, that 
public interest will be keenly 
aroused. Not to be overlooked is 
the broad program recently an- 
nounced by the Department of 
Justice to press monopoly charges 
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against a long list of other large 
concerns, thus indicating that, by 
and large, Alcoa has been selected 
as a convenient “guinea pig.” 
Upon the outcome of this move, 
therefore, may hinge a pattern 
of Government policies in post- 
war, with implications of impor- 
tance to all industry. 

More practical aspects of the 
situation are likely to override 
the ideas of political planners in 
Washington, less conversant with 
business fundamentals. Every ex- 
perienced manufacturer knows 
that production costs vary di- 
rectly with volume, and if volume 
is cut into shreds, the inevitable 
leap of costs is skyward. On this 
premise alone, to dismember Al- 
coa could not fail to reverse the 
long downward trend of alumi- 
num prices and smother the 
growing demand for this promis- 
ing material. Also, there are 
varying kinds of monopolies, as 
witness the A. T. & T., and if 
physical and technological advan- 
tages produce industrial satisfac- 
tion at lowest costs, the economy 
is best served. 


Expansion Trends in Natural 
Gas Industry 





(Continued from page 26) 
sidiary, Michigan-Wisconsin Pipe 
Line Co. The latter proposes to 
construct a 1,216-mile pipe line 
at an estimated cost of $70,000, 
000 to connect the Hugoton natu- 
ral gas field in Oklahoma with 
Detroit. The line would also fur- 
nisk gas to other subsidiaries of 
American Light & Traction. SEC 
has approved acquisition of the 
entire capital stock of the new 
pipe line company by American 
Light & Traction which would 
later be transferred to Michigan 
Consolidated Gas or distributed 
to A. L. & T. stockholders. 

PACIFIC LIGHTING is the 
second largest distributor of nat- 
ural gas in the country. Service 
area embraces the densely popu- 
lated area of Southern California 
including Los Angeles, Holly- 
wood and Burbank. Near-term 
revenues may show some decline 
as a result of a sharp falling off 
in industrial activity in the terri- 
tory, but in comparatively short 
time should reflect the rising 
trend of domestic consumption. 
The $3 dividend appears reason- 
ably secure and the common 
shares afford a generous return. 

EL PASO NATURAL GAS 
CO.’s largest customer is the cop- 
per industry in the El Paso, Tuc- 
son, and Phoenix areas, account- 
ing for about 40 per cent of total 
revenues. Sales to other utilities 
and industries contribute the bal- 
ance. Less than 30 per cent of 
revenues are subject to rate- 
making jurisdiction of FPC. The 
company has requested FPC ap- 
proval for the construction of a 
720-mile pipe line from New 
Mexico to Southern California. 
El Paso has had a good earnings 
record and net this year should 
approximate $3.50 a share for the 
common, an adequate margin of 
safety for the $2.40 dividend. 
Shares are attractive on an in- 
come basis. 

LONE STAR GAS CO. serves 
an extensive territory in Texas, 
of which Dallas and Fort Worth 
are the largest cities. Activities 
embrace production, transmission 
and distribution of natural gas. 
Sales are predominantly for do- 
mestic use, making for stable 
earnings. Reserves are _ large. 
Current earnings are estimated 
around $1 a share, providing good 
coverage for the regular 60-cent 
dividend. 
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Six Preferred Stocks for 
Substantial Income 





(Continued from page 23) 


aged to show a net of $17.92 on 
this issue. At a tax rate of only 
40%, therefore, the net would 
have been $35.29, or seven times 
the dividend on the preferred. 

Back of the 59,720 shares of 
outstanding preferred are net as- 
sets of about $20 million, of 
which $12 million is working cap- 
ital. The preferred is convertible 
at various prices ranging from 
40 to 50 for common stock until 
1951, and when the common sold 
vat a high of 4214 in 1937 the 
preferred soared to 120. Current- 
ly, with the common around 23, 
the preferred is quoted at about 
9114, to yield 5.4%. Thus the 
stock has a measure of specula- 
tive appeal as well as longer 
range investment attraction; its 
redemption price is 105. 

Another interesting preferred 
stock with a large margin of 
earnings coverage in recent years 
is the 6% cumulative, convertible 
preferred of Radio - Keith - Or- 
pheum Corporation, better known 
as RKO. Since its reorganization 
in 1939, RKO with its farflung 
facilities for production, distribu- 
tion and exhibition of films, after 
a creeping start, made history in 
1943 and 1944 by showing earn- 
‘ings on its preferred shares for 
ithese two years of $58.78 and 
$44.16 respectively, or $2.94 more 
than its par value. This tells only 
part of the story, for in 1944 
EPT taxes levied a toll of $29.80 
per share of preferred, a possibly 
diminishing factor next year. 
With a peak working capital of 
($21 million and a comfortable cur- 
rent ratio of 2.4 to 1, RKO ex- 
nects to produce 37 feature films 
during the coming year and with 
more than 100 theatres of its 
own, profits should continue to be 





satisfactory. While this stock 
holds a position junior to $16.6 
illion outstanding bonds, the 
wide coverage of earnings mini- 
izes this factor and at recent 
mrice of 10414 its yield of 5.7% 
as attraction. 










What Dynamic New 
Industries 





(Continued from page 38) 
Then there is the vast field of 
Synthetic fibers, well along in 
prowth but still expanding, a tri- 
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To Demobilization 7%. you returning Veterans we feel 
the same urgent responsibility for getting you Home as we did 
for getting you to the Front. There are inspiration and satis- 
faction in the happy ending of a job that only yesterday had 
nothing but the grimmest aspects. Count on us to keep the 
supply lines open and to serve you faithfully. 


To Reeonversion 


To Industry we say it is our purpose to 


gear our operations with yours, in order to smooth and shorten 


the route to Reconversion and Peacetime Commerce. 


We will 


| provide the type of transportation required by manufacturers 
| for the prompt delivery of needed raw material and for the 
| economic distribution of finished goods. 
| 


iJ e 
To Modernization | 1o Travelers, as soon as demobiliza- 
tion permits, we pledge a full and quick transition of passenger 
service—tuned to the times and to the traditions of The Mil- 
waukee Road ... To old friends, who at times relinquished their 
privilege to travel in their accustomed style, we convey our 


| gratitude for their patience and understanding . 


. . Good days 


of comfort and hospitality for all Milwaukee Road patrons 


are ahead. 


The Milwaukee Road looks forward to being unceasingly busy 
in performing these jobs. A long-term program of development 
and modernization of plant and facilities is being carried for- 
ward. Later plans, now in the making, will be progressively 


| unfolded. 


Look up the track! The signals say “All clear!” Let’s go! 


THE MILWAUKEE RoaD 





umph for scientific research and 
organic chemistry. 

Other fields with dynamic 
growth prospects are those in- 
volving new alloys, new drugs and 
pharmaceuticals, air conditioning, 
refrigeration, opticals, the prod- 
ucts of petroleum chemistry and 
a host of new processes and tech- 
niques too numerous to mention. 
Refrigeration of course already is 
a respectable industry, rapidly 
expanding, as is air conditioning 
which in the postwar is expected 


to go to town. 

In the accompanying table we 
have listed a number of compa- 
nies which we believe will do well 
in their respective fields; the list 
is by no means exclusive. Topping 
the list as “relatively most attrac- 
tive for diversification in new in- 
dustries” is a trinity of tnree in- 
dustrial giants: duPont, General 
Electric and Westinghouse Elec- 
tric. This is because their partici- 
pation and stature in new dy- 
namic growth industries is truly 
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PIONEERS 


T IS the pioneer’s temptation 

to reminisce, recalling the lusty 
days when he had a hand in shap- 
ing the destiny of things to come. 
Being no exception to the rule, 
Continental has moments, too, 
when it would like the world to 
know of its role in the develop- 
ment of early automotive trans- 
portation, and later of the part it 
played in fostering the acceptance 
of light aircraft. The reputation 
of Red Seal Engines reaches far, 
far back into those pioneering 
days. 


But to harp on those achieve- 
ments would be to ignore the mo- 
mentous present. For it is now — 
today —that Continental is liv- 
ing its most exciting times. And 
each of these busy todays is a 
threshold to a more intriguing 
tomorrow. 


More Red Seal Engines, of more 
types, and in greater range of 
horsepower, are being produced 
today than ever before. That is, 


of course, only another way of 


saying that more people are put- 
ting Continental Power to use 


than in any previous period — 
and the uses are more numerous 
and diversified than ever before. 
The drawing boards and the test 
houses are at their all-time peak, 
developing additional engines to 
add to the prestige of the Red 
Seal name. 


Continental, you see, never has 
stopped being a pioneer. That’s 
why people come to Continental 
with their power problems. But 
today’s pioneering differs from 
that of the turn of the century, in 
that side by side with it is a ma- 
tured production operation that 
can and does meet the world’s 
need for low cost power. 


C. J. REESE, President 


[ontinental Motors 


[orporation 
MUSKEGON, MICHIGAN 
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impressive. Take duPont with it 
entrenched position not only in § 
chemicals (itself a growth indu 

try) but leading in plastics, syn} , 
thetic fibers and many other new { 
fields. General Electric, aparg a4 
from blanketing the _ electricabirssn: 
field, is active in electronics, be. 
conditioning, refrigeration, 
turbines, jet propulsion, and ola 
tics, in the latter not only as 4 
maker of plastics but ranking as 


Pe 
the largest molder and one of tha 
largest laminators of plastics i : 


























































the country. Westinghouse, too 
is engaged in all those fields ex 
cept plastics. Investment in the 
shares of these companies thu 
promises safest, if not the moll 
spectacular, participation in what 
ever growth potentials these nove 
fields may offer in the future. 

The new industries discussed 
and others, in the long run arg 
bound to contribute oe 
to economic expansion to level 
needed in the postwar but thi 
contribution can not be expected 
to accrue over night. It will be 4 
gradual process, and in the mean 
time other factors and potential 
must be activated to bridge th 
gap. One of them is foreign trade 
another is a sustained building 
boom. A third is expansion of th 
service industries, vital especiallj 
from the standpoint of employ 
ment. They all will have to plaj 
their role in supporting the king 
of postwar economy we are aim 
ing at. 
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(Continued from page 6) 
and throw off the chains 4 
slavery with which Russia i 
binding them. 

While the conference just com 
cluded is frankly stated to be 
total failure, the only reason w 
got anywhere at all previous! 
was by giving way to Russia- 
an expedient the war urgenc 
called for. It was a dangerol 
precedent. To let Russia write h¢ 
own ticket today would endang¢ 
the peace. 

During all the negotiations t 
Russian press has alternately a | 
tacked and threatened her allie 
while her propagandists ha 
even gone so far as to sugges | 
that her army of 12,000,010 , 
stood ready to enforce their dq rag, 
mands. Moreover, Russia hd4 incre 
either evaded or ignored tl} scrip 
various agreements and accep dedu 
ances of provisions, since the b 
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rtanth recovery market are in the making . . . reflecting a 
| } broad reshuffling of security values in the acceleratin 
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COLUMBIA 
ay GAS & ELECTRIC 
CORPORATION 
The Board of Directors has 
declared this day the following dividends: 
Cumulative 6% Preferred Stock, Series A 
No. 76, quarterly, $1.50 per share 
Cumulative Preferred Stock, 5% Series 
No. 66, quarterly, $1.25 per share 
5% Cumulative Preference Stock 
No. 55, quarterly, $1.25 pea snare 
Common Stock 
No. 43, 10¢ per share 


payable on November 15, 1945, to holders of 
record at close of business October 20, 1945. 


Dare Parker 


October 4, 1945 Secretary 
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GASPE 
OIL VENTURES, Ltd. 


Price 60c per Share 


Prospectus may be 
obtained from 


TELLIER & CO. 

| Room 2049 
42 Broadway New York 4 | 
el.: BOwling Green 9-7946 
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ginning of our collaboration, even 
including those made by former 
Secretary of State Hull. I men- 
tion Mr. Hull because in a mo- 
ment of bitter frustration Mr. 
Molotov rudely told his confreres 
that the Conference failed be- 
cause Mr. Hull and Mr. Eden 
were not the negotiators. 
Russia’s latest demand for a 
share in the administration of 
Japan should certainly not be 
granted. Gen. MacArthur has 
done a magnificent job and the 
violent criticism which origi- 
nated in Moscow is due to fear 
that we will eclipse Russia in that 
part of the world which is fast 
coming to know that the Ameri- 
can way—and not Russian com- 
munism—is the way of peace and 
economic security. No longer is 
Russia in a position to mock the 
democracies because the war has 
proven that her system is an eco- 
nomic failure and that Russia 
survived because of our support 
made possible under the free en- 
terprise system. Even today 
Russia is seeking loans from the 
U. S. and the tools necessary to 
start her rehabilitation and re- 
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covery. Without this machinery, 
Russia is bound to continue at a 
subsistence level with all the 
hardships that this entails for 
her people. 

The talents of the Russian gov- 
ernment up to this war have been 
principally in the field of politi- 
cal propaganda rather than eco- 
nomic reconstruction. The suc- 
cess of her efforts in this latter 
direction still remains to be 
proven. 

Certainly it is clear that Russia 
cannot be trusted with the secret 
of the atomic bomb and that un- 
der no circumstances should we 
reveal it to her, that from now 
on she should be made to live up 
to her agreements and promises 
and her later date interpretations 
ignored. 

To date Russia has stopped at 
nothing to gain her ends — fre- 
quently by devious means — not 
even hesitating at blackmail. 
Communist radio commentators 
in our country are even referring 
to the letters exchanged between 
Churchill and Roosevelt which 
were stolen from the American 
embassy in London and which 
found their way to Moscow when 
von Ribbentrop took them there 
in 1939 as a clincher for the 
Nazi-Soviet non-aggression pact. 

As can be seen, our security 
and safety today lies in bringing 
into the open all secret docu- 
ments that have been paying 
Russia such excellent returns. 
For events have clearly shown 
that this is the only safe course 
in dealing with the Russians — 
and current happenings clearly 
indicate that the necessitv no 
longer exists for making danger- 
ous compromises. 

The time has come to set our 
house in order—to clear the un- 
derbrush—so that the world can 
move toward a sound peace and 
economic recovery. 

Another step of great impor- 
tance at this time calls for the 
ousting from labor unions of all 
those who owe allegiance to Rus- 
sia and who are attacking our 
government by working for the 
establishment of Communism 
here. We well know that those 
advocating Communism today do 
so in order to gain power at the 
expense of the people—not be- 
cause they believe that Commu- 
nism in any way can compare 
with democracy as practised by 
the U.S. which, despite its faults, 
has produced the highest stand- 
ard of living for the people that 
the world has ever known. 
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MARCH 3, 1933 


Of THE MacGazinE OF WALL StrEET and Bug 
NESS ANALYsT published bi-weekly at New Yo 
New York, for Oct. 1, 1945. 


State of New York | .. 
County of New York {> 
Before me, a Notary 


Public in and for th 
State and county 
E 


aforesaid, personally appearg 

A. Krauss, who, having been duly sworn 
cording to law, deposes and says that he is 
Managing Editor of THe MaGazine or Wa 
STREET and Business ANALysT and that the fg 
lowing is, to the best of his knowledge and bh 
lief, a true statement of the ownership, manag 
ment (and if a daily paper, the circulation), et 
of the aforesaid publication for the date shown j 
the above caption, required by the Act of Au 
24, 1912, as amended by the Act of March 
1933, embodied in section 537, Postal Laws a 
Regulations, printed on the reverse of this forn 
to wit: 


_1. That the names and 
lisher, editor, managing 
managers are: 


addresses of the p 
editor, and busineg 


Publisher—C. G. Wyckoff, 90 Broad Str 


New York 4, N. ¥ 
Editor—None. 
Managing Editor—-F. A. Krauss, 90 Brog 
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2. That the owner is: (If owned by a corpo 
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Pat W _s: Del., the stockholders 
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